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Where is your Business “Blind Spot" ? 


Expert though you may be in one department, a working knowledge of the whole 
structure of business is vital to your success. One “blind spot” in your business 
knowledge can preclude you from promotion that otherwise might be yours. You 
can start taking the first step forward today by pre- 
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Course and Service is practical, inten- 


The Trained Executive Has No Blind Spots 

The H.R.I. Business Administration Course and Service for 
Executives is designed for busy adults who recognise the 
necessity of understanding not one—but all four—(Pro- 
duction, Distribution, Finance and Administration)—of the 
important departments of every business and industry. 
The Course and Service is practical, intensive and scientific. 
Numerous top executives of world-wide repute contribute 
the wealth of their experience. They map the way for you 
to extend your knowledge to every department —the way 
to overcome the handicap of the business “blind spot”. 





sive and scientific. 
The 20 text volumes of the course, pro- 


fusely illustrated, and fabric bound, 
cover: 

Business Organization — Business and 
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Personnel Management — Office Admin- 
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ment — Production Control — Cost 
Finding — Financial and Business State- 
ments — Budgetary Control — Invest- 
ment and Speculation — Economics — 
Commercial Law. 








Step out of the rut, start today on the road to success! 


We extend to executives—and those of executive potential—a cordial invitation to write for our 
free informative brochure, “Business Administration”, or call at our nearest office in any capital city. 


Hlomingway Robertson Institute 


Consulting Accountants . . . Professional Tutors 
122 BANK HOUSE - BANK PLACE - MELBOURNE (Tele. MY 1671) 
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E recent announcement by the 
Federal Treasurer, the Rt. Hon. 
Harold Holt, in reference to the ap- 
pointment of a committee to investigate 
income tax laws will be welcomed by 
all members of the accounting profession. 
Over the years, successive Govern- 
ments have been responsible for various 
amendments to the Commonwealth tax 
laws, particularly income tax, and the 
resulting complexity, together with the 
emergence of anomalies in the operation 
of the taxation Acts, makes a review of 
the law an urgent necessity. 

The committee of inquiry comprises 
Sir George Ligertwood (a former judge 
of the Supreme Court of South Australia) 
as chairman, and Messrs. D. B. Lewing- 
ton (of Sydney), D. G. Molesworth, 
F.C.A. (of Sydney), F. C. Bock, F.A.S.A. 
(of Sydney) and J. A. Neale, F.A.S.A. 
(of Melbourne), formerly Deputy Com- 
missioner of Taxation in Victoria. Mem- 
bers of the Society will note with pleasure 
that two members of the Committee, 
Messrs. Bock and Neale, are Fellows of 
the Society. 

In making the announcement in the 
House of Representatives on 3 Decem- 
ber, the Federal Treasurer said that 
the income tax law relating to indi- 
viduals and companies will be the 
principal subject for study by the com- 
mittee. The Government, he said, did 
not contemplate that the committee 
would in the early stages of its investi- 
gation, undertake a general review of 
sales tax, payroll tax or estate or gift 


duty. 

Mr. Holt said the terms of reference 
were: 

@ To inquire into Commonwealth 


income tax laws and their operation to 
ascertain any anomalies, inconsistencies, 
unnecessary complexities and similar 


defects and to formulate proposals to 
remedy these and to simplify the laws. 

® To inquire into any matters relating 
to Commonwealth taxation laws (apart 
from customs and excise laws) that 
are referred to the committee by the 
Treasurer. 
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Render Unto Caesar... 


Mr. Holt mentioned also that the 
functions of the committee did not cover 
matters dealt with by the Commonwealth 
Committee on rates of depreciation ap- 
pointed in 1944 (under the chairmanship 
of Mr. A. S. Hulme, M.H.R.) or, except 
in special cases, any matters dealt with 
by the committee appointed in 1950 
(the Commonwealth Committee on Tax- 
ation). As this latter Committee, which 
met intermittently for a period of four 
years, considered some sixty separate 
matters referred to it by the then 
Federal Treasurer, Sir Arthur Fadden 
(mostly pertaining to income tax) it 
appears, on the face of it, that the terms 
of reference of the committee now ap- 
pointed are unduly restricted. 

The Royal Commission on Taxation 
(1932 to 1934) made a broad examin- 
ation of the principles and operations of 
income tax legislation in Australia, and 
its recommendations were the basis of 
an entirely new Income Tax Assessment 
Act in 1936. The time is surely ripe for 
a similar study of the fundamentals of 
Commonwealth tax laws. Australia could 
gain much from the experience of the 
recent Royal Commissions in the United 
Kingdom and from examination of tax 
laws made in other countries during the 
past few years. 

On the other hand, Mr. Holt indicated 
that the committee would be making a 
“technical and detailed inquiry over many 
months and perhaps years . . . Income 
tax law constitutes by far the largest 
body of taxation law and it undoubtedly 
offers the widest, and probably the most 
complex, field for investigations”. 

Professional bodies, and industry gene- 
rally, will therefore look forward with 
great interest to indications of the details 
of the new committee’s responsibilities 
and field of enquiry, so that the scope 
and nature of submissions to be made 
to the committee can be determined. 

In his announcement Mr. Holt con- 
cluded with the statement that the com- 
mittee would have regard to the cost to 
consolidated revenue of giving effect to 
its recommendations. 
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ANNOUNCING DETAILS OF THE 


Asian and Pacific 
Accounting Convention 


MELBOURNE, APRIL 4 to 7, 1960 


ROGRESS with arrangements for the 

Asian and Pacific Accounting Con- 
vention to be held in Melbourne in April, 
1960 has enabled publication in this issue 
of the journal of a detailed statement of 
the various Convention activities. 


Every phase of the arrangements has 
been notable for the fine spirit of co- 
operation, both on the international and 
local level. There has been an enthusi- 
astic acceptance by everyone invited to 
contribute papers, and, as can be appre- 
ciated from the lists of subjects and 
authors given here, the papers constitute 
an enlightening and fertile field for 
discussion. Further papers by Asian 
accountants are likely to be received. 


It can confidently be expected that the 
Convention wil’ have an important influ- 
ence on the technical progress of account- 
ing in the various countries represented. 
The participation of so many leading 
accountancy representatives of countries 
in the area reflects an international sig- 
nificance of far-reaching importance, both 
in respect of the development of the 
profession and of the flow of investments 
between our respective countries. 


Members will recall that the first con- 
ference of accounting bodies in Asian and 
Pacific countries was sponsored by the 
Philippine Institute of Accountants and 
held in Manila in 1957 when fifteen 
countries participated. At time of writing, 
fifteen countries have accepted invita- 
tions of Australian bodies to be present 
at the second Convention, making a total 
of twenty-nine accounting organisations 
to be represented. This is a most grati- 
fying response and it is indicative of the 
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extent of interest developing in the Con- 
vention. 


The responsibility of planning and 
organising the Convention will be shared 
by the Australian Society of Accountants 
and the Institute of Chartered Account- 
ants in Australia. Committees compri- 
sing distinguished members of the pro- 
fession are generously contributing their 
time and experience to the organisation 
of the Convention. A Secretariat, with 
Mr. C. W. Andersen as General Secre- 
tary, has been set up at the offices of the 
Society at 37 Queen Street, Melbourne, 
to handle the administrative work in- 
volved. To assist in this, the full-time 
services of Mr. G. A. Holmes have been 
made available by the English, Scottish 
and Australian Bank Ltd. The sponsor- 
ing bodies deeply appreciate the generous 
support of the Bank in this regard. 


Readers will be kept informed of 
further progress with the arrangements 
for the Convention in subsequent issues 
of the journal and, in January, members 
will receive a brochure containing full 
details of the programme and a registra- 
tion form. 


The international nature of the Con- 
vention and the opportunities it will pre- 
sent members to meet leading accountants 
from Asian and Pacific countries, includ- 
ing the U.S.A. and Canada, should 
ensure a large and representative attend- 
ance of Australian accountants. 


Advance information about Conven- 
tion activities, which follows, will enable 
members wishing to attend to arrange 
their affairs accordingly. 
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PROGRAMME 


SUNDAY, 3 APRIL, 1960 

Morning: Arrival of official delegates from 
Canberra. 

Afternoon and Evening: Organised private 
entertainment of official delegates including 
visit to Colin McKenzie Sanctuary. 

MONDAY, 4 APRIL, 1960 

10.00 am. OFFICIAL OPENING at Wilson 
Hall, Melbourne University. 

12.00 noon. Adjourn for lunch. 


12.30 p.m. Members’ luncheon at 
Ballroom. 


2.30 p.m. First Technical Session. 
6.30 p.m. to 9.30 p.m. Reception and buffet 
dinner and refreshments at Union House, 
Melbourne University. 
TUESDAY, 5 APRIL, 1960 
9.30 a.m. Second Technical Session. 
Afternoon: Inspection of local industries. 


6.30 p.m. Dinner, Mural Hall (Myer Empo- 
rium). 


WEDNESDAY, 6 APRIL, 1960 
9.30 am. Third Technical Session. 
2.30 p.m. Fourth Technical Session. 
8.15 p.m. Exhibition of Australian films. 


THURSDAY, 7 APRIL, 1960 


All day: Visit to Yallourn (Special train with 
meals served en route). 


Royale 


TECHNICAL SESSIONS 


First Technical Session 
ACCOUNTING METHODS 
Rapporteur: R. KEITH YORSTON, B.com. 
(N.S.W.), Accountant in public practice. 

(1) Hand Methods: 

N. F. STEVENS, s.ec. (N.S.W.). Accountant 

in public practice. 

(2) Machine Methods: 

E. C. BROWN, (N.S.W.). Headquarters 
Accountant, Qantas Empire Airways Ltd. 
F. G. GUTTERIDGE (Vic.). Chief Ac- 
countant, Imperial Chemical Industries of 
Australia and New Zealand Ltd. 

(3) Punched Card and Electronic Data Pro- 

cessing: 

BRIAN STONIER, LL.B. (Vic.). Accountant 

in public practice. 
J. A. WILSON, (Canada). Canadian Institute 
of Chartered Accountants. 
And a summary of research study on “Business 
Experience with Electronic Computors” (Con- 
trollers Institute of America). 
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Second Technical Session 

FINANCIAL PLANNING AND CONTROL 

Rapporteur: V. L. GOLE (Vic.). Accountant 

in public practice. 
(1) Long and Short Range Planning: 
W. H. DUIRS (W.A.). Accountant in public 
practice. 

T. R. RUSSELL, B.kEc., pip.com. (N.S.W.). 
Secretary, Email Ltd. 

(2) Control Through Accounting: 

L. V. PHILLIPS (New Zealand). New Zea- 

land Institute of Cost Accountants. 

H. TAGUCHI (Japan). The Incorporated 
Association of Certified Public Accountants in 
Japan. 

(3) Control of Investments in Inventories: 
W. A. DICK (Vic.). Accountant in public 
practice. 
China Institute of Accountants (China). 
Third Technical Session 
THE ACCOUNTANT AND PRICING 
POLICY 
Rapporteur: NORMAN S. YOUNG, 4.U.A 
(S.A.). Accountant in public practice. 
(1) Bases of Pricing Policy: 
G. M. E. OFFNER, B.com., (Q’ld.). Account- 
ant in public practice. 
(2) Relationships Between Cost, Price, Volume 
and Profit: 

H. L. SAINSBURY (N.S.W.). Associate Direc- 
tor and Secretary, British Motor Corporation 
(Aust.) Pty. Ltd. 

CLINTON W. BENNETT (U.S.A.). National 
Association of Accountants. 

(3) The Accountant’s Contribution to Pricing 

Policy: 

Professor D. R. PATTON (Canada). Society 

of Industrial and Cost Accountants of Canada. 

S. GANAPATHISUBRAMANIAM (India). 

Institute of Cost and Works Accountants, 
India. 


Fourth Technical Session 
ACCOUNTING AND AUDITING 
STANDARDS 
Rapporteur: Hon. T. A. HILEY, 
(Q’ld.). Treasurer, Queensland. 
(1) Development of Accounting Standards or 
Principles: 

Professor S. PAUL GARNER, Pu.p. (U.S.A.). 
American Accounting Association. 
Professor IL. GOLDBERG, .B.A., M.COM. 
(Vic.). 

(2) Development of Auditing Standards: 
T. G. HIGGINS (U.S.A.). American Insti- 
tute of Certified Public Accountants. 
G. L. ALLARD (Vic.). Accountant in public 
practice. 


M.L.A. 
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(3) Development of Standards for Govern- 
ment Accounting and Auditing: 


(a) Government Accounting: 
C. L. S. HEWITT, B.com. (A.C.T.). First 


Assistant Secretary, Commonwealth 
Treasury. 

(b) Government Auditing: 

W. J. CAMPBELL (N.S.W.). Auditor- 


General for N.S.W. 


(4) Problems of Achieving National and Inter. 

national Acceptance of Accounting and Audit. 

ing Standards: 

DAVID O. GILLETTE (U.S.A.). 
Institute of Certified Public Accountants. 


American 


ALFREDO M. VELAYO (Philippines). 
Philippine Institute of Accountants. 


The technical sessions will be held at 
Wilson Hall, Melbourne University. 





Participating Bodies 


BURMA 
Burma Accountancy Board. 
CEYLON 
Ceylon Accountancy Board. 
CHINA (Formosa) 
China Institute of Accountants. 
HONG KONG 
The Hong Kong Society of the Association 
of Certified and Corporate Accountants. 
INDIA 
The Institute of Chartered Accountants of 
India. 
The Institute of Cost and Works Account- 
ants. 
JAPAN 
Incorporated Association of Certified Public 
Accountants in Japan. 
KOREA 
Korean Institute of Accountants. 
MALAYA 
Australian Society of Accountants—Malayan 
Group. 
PAKISTAN 
The Pakistan Institute of Accountants. 
International Cost and Works Accountants 
Ltd. 
Pakistan Institute of Industrial Accountants. 
PHILIPPINES 
Philippine Institute of Accountants. 
SINGAPORE 
Australian Society of Accountants — Singa- 
pore Group. 
THAILAND 
The Association of Certified Accountants of 
Thailand. 
The Institute of Certified Accountants and 
Auditors of Thailand. 


CANADA 
Canadian Institute of Chartered Account- 
ants. 
Society of Industrial and Cost Accountants 
of Canada. 


NEW ZEALAND 

New Zealand Society of Accountants. 

New Zealand Institute of Cost Accountants. 
U.S.A. 

American Institute of Certified Public Ac- 

countants. 

American Accounting Association. 

Controllers Institute of America. 

N2z:ional Association of Accountants. 
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CONFERENCE OF 
OFFICIAL DELEGATES 


S previously mentioned, both the 

Institute and the Society have been 
assisting with the development of ac- 
countancy education in South-East Asia 
and with the training of accountancy 
students coming to Australia under 
Colombo Plan arrangements. These 
tasks have been undertaken by them for 
national reasons and without any aspira- 
tions of becoming international bodies. 


The Conference in Canberra will faci- 
litate personal discussions with official 
representatives of the organisations con- 
cerned. It is thus regarded as a pro- 
jection of the work already being done 
in the area by professional bodies in 
Australia and elsewhere. Institutional 
matters only will be discussed by a 
limited number of official delegates at 
the technical sessions in the Academy 
of Science Building. 


The Organising Committee for the 
Conference comprises: — 


Sir William Dunk, C.B.E., Chairman, Pub- 
lic Service Board of Commissioners; Messrs. 
H. E. Newman, O.B.E., Commonwealth 
Auditor-General; E. W. Hicks, C.B.E., B.Com., 
Secretary, Department of Defence; W. A. Mc- 
Laren, C.B.E., Secretary, Department of the 
Interior; C. R. Lambert, C.B.E., Secretary, 
Department of Territories; J. L. Knott, O.B.E., 
Secretary, Department of Supply; H. E. Ren- 
free, Crown Solicitor, Attorney-General’s De- 
partment; H. C. West, Department of Health; 
T. M. Owen, B.Com., Registrar, Canberra 
University College; H. E. Bishop, M.B.E.; and 
A. Downer, manager, E.S. & A. Bank, and 
the following accountants in public practice, 
Messrs. B. E. Owens, A. E. Renshaw, B. R. L. 
Stevens, J. C. Olsson and D. T. Pitt. 
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the Future 


Management, Accountants and 


By JOHN H. CRABB, P.c.A.1. (N.Z.), A.C.W.A. 


ANY authorities today stress that 

management is becoming less of 
an art andmore of a science. Simul- 
taneously with the need to improve 
management techniques has come the 
arrival of the tools to do the job. Cur- 
rently we have, in the electronic calcu- 
lators and computers, the “hardware” 
which can 


(a) Deal economically with a much 
larger mass of data than was 
possible before 

(b) Produce results in time to be 
of more use to management 

(c) Select for printing-out those 
items which call for attention. 


At the same time there is an increas- 
ing usage of such techniques as 


Operational Research 
Ratios 

Tolerances (or Limits) 
Standards 

Graphic Comparisons, etc. 


The proper application of appropriate 
ratios, tolerances, standards, graphic 
comparisons, etc., can make aspects of 
management control and decision easier, 
more routine and more rapid. More 
data is available, detailed forecasts of 
alternative proposals may be compared, 
estimates of various product-mixes 
may be studied, profit planning can be 
effected, etc. The busy executive can be 
freed from a lot of detailed routine work, 
can cut down on intuitive “hunches” and 
devote more time and consideration to 
special problems. 


The techniques mentioned above are 
discussed in more detail in the follow- 
ing paragraphs. None is completely new, 
but it is felt that the accountant will need 


The Australian Accountant, December, 1959. 


to devote increasing attention to these 
matters in the future. 


Operations Research. 


A definition—“Operations research is 
the use of mathematics and the method- 
ology of the sciences to provide tech- 
niques and methods for reducing uncer- 
tainty in executive decisions to a degree 
desirable but not possible by any other 
means.”! 


Most accountants have a_ natural 
desire to find the best way of doing a 
given job, and “O.R.” is really only an 
extension of this, albeit it is a scientific- 
ally designed extension. Instead of hit 
or miss methods or “hunches,” by using 
mathematical techniques, the game of 
improvement has developed from the 


draughts (or chequers) stage to the 
chess-board level. 
Operations esearch, by utilising 


methods largely evolved during World 
War II, assists management in reaching 
the right decision about how to do a 
job. In a recent article, after pointing 
out the costly consequences of a wrong 
decision in industry, W. W. Fea? goes 
on to say “. . . the development of the 
techniques of operational research would 
seem to be bound up with the evolution 
of the computer for commercial appli- 
cation. Speedy and accurate handling of 
vast quantities of data projected in re- 
gard to a large number of inter-related 
variables combined with automatic selec- 
tion from alternatives according to a 
pre-determined pattern is both the out- 
standing characteristic of a computer and 
a pre-requisite of those mathematical 
techniques which constitute an important 
element in operational research.” 
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One of the foremost authorities, Rich- 
ard G. Canning, of Canning, Sisson and 
Associates compares the function of man- 
agement decision making with that of a 
ship’s navigator, at the same time liken- 
ing management control with the task of 
the ship’s helmsman. Operations research 
is concerned with establishing the best 
methods in each case. Several tech- 
niques have been developed in this field 
including the use of mathematical 
“models” (for example see “Manage- 
ment and Control” by A. S. Douglas 
Vol. 1 No. 4. The Computer Journal, 
January, 1959) and the management ac- 
countant will certainly wish to keep 
abreast of current applications. 


Computers. 


A lot has been written and said in 
the last few years about computers, pro- 
gramming, data processing, etc. Per- 
haps some of the mystery is beginning 
to peel off programming and there is 
even talk of equipment which pro- 
grammes itself. What is certain, how- 
ever, is that the use of computers is 
spreading, and with the development of 
transistors, magnetic core memories and 
smaller scale equipment, more and more 
organisations will be able to afford to 
join in. 

Some time ago a survey by the Na- 
tional Union of Manufacturers showed 
that in Britain there were 4,650 indus- 
trial establishments each employing be- 
tween 251 and 2000 total staff. It is 
this size of organisation which should 
be able to use the smaller scale equip- 
ment, say, of the plug-board type. Ad- 
mittedly, this size of “hardware” pro- 
bably will be slower in operation, but 
of organisations of these sizes the ques- 
tion should be asked, “Are figures re- 
quired in minutes?” Surely even hours 
would be sufficient. After all, in the past 
it probably took days to get out certain 
statistics for management by manual 
methods. It may be suggested that since 
a given firm’s competitors will possibly 
be using computers too, any time saving 
is vital.. But will the time saved in 
producing the data upon which the de- 
cision is based be so significant? Once 
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the decision has been made it has to be 
implemented. Even to run a “Price Re- 
duction” advertisement in the technical 
press would probably take a week. Other 
decisions could take even longer to im- 
plement, so that the less expensive, 
smaller and slower computer would be 
just as suitable as a costly high-speed 
installation. 


Naturally many small firms consider- 
ing computers may not need to buy or 
to rent full-time, but may hire the ser- 
vices of a computer for a few hours 
weekly. This is already happening, for 
example see Business, January, 1959, 
which describes how a company with 
about 600 employees hires time on an 
English Electric “Deuce” computer. 


Thus accountants in the medium- 
sized, and even in the smaller organisa- 
tions, will need a knowledge of com- 
puters and their applications. 


Ratios. 

Many different ratios may be pre- 
pared, some being useful, others essen- 
tial. For each type of business there will 
be certain key ratios about which man- 
agement will need up-to-date data. Some 
of the ratios commonly used are: 


(1) Gross profit to sales: 

Overhead rates to direct labour 

Wages to business income 

Conversion cost to business in- 
come 

Selling expenses to sales 

Level of stock to turnover. 

Stocks to cost of goods sold (in 
weeks ) 

Trade debts to sales (also may 
be shown in weeks) 

Average period of outstanding 
debt 

Liquid assets to cash turnover 

Creditors to purchases (in weeks) 

Liquid assets to fixed assets; 

Liquid assets to stocks 

Liquid assets to commitments and 
planned expenditure. 

The above are financial ratios; there 
are in addition certain. statistical operat- 
ing ratios. It is often useful to express 
such ratios in two ways, e.g., one ma- 


The Australian Accountant, December, 1959. 





pe o< Oe oOo Ol oO CF’ te Fe Oo 


— 


chine per 400 tons and 1000 tons per 
two point five machines. Thus at a 
glance it is possible to say that if there 
is space for six machines, 2,400 tons 
can be produced or if 7,000 tons are 
needed it would require eighteen ma- 
chines. Certain data such as issues of 
protective clothing may be better stated 
in terms of “so many pairs of boots 
per person per year”. Alternatively both 
the number to be issued and the cash 
value may be recorded. In addition, 
in conjunction with the Staff Manning 
Table or Establishment List (see later 
mention) ratios such as drivers per 
100 vehicles, teachers per 100 pupils, 
supervisors to labourers, may be agreed. 


Tolerances. 


By setting tolerances for operational 
and financial results and investigating 
only those items which exceed the toler- 
ances, control is made much easier. The 
advent of the computer will simplify this 
type of study. Thus the computer can 
be programmed in such a way that only 
the items exceeding certain limits will 
be specially printed-out. The tolerances 
may be in the form of percentages or 
there may be a limit of an absolute 
nature (e.g., in payroll work any manual 
worker’s net weekly pay shown as over 
£20 could be printed-out for checking). 


Tolerances also may be set up in 
conjunction with the use of statistical 
sampling techniques. In the future these 
techniques should be used to a greater 
extent, although at present there is a 
certain reluctance to adopt the method. 
I can well remember the horrified re- 
sponse to a suggestion of mine that 
sampling could be used in a certain 
phase of accounting in the timber in- 
dustry. A likely field for the use of 
sampling is the examination of suppliers’ 
invoices. All the big value invoices 
could be checked in detail, a certain 
percentage of the medium value ones 
and a smaller percentage of the “small 
fry.” With the increase in clerical costs 
such time savers are bound to meet 
with an increasingly favourable reception 
in the future. 


The Australian Accountant, December, 1959. 





Best Wishes 
for a 
HAPPY CHRISTMAS 
and a Prosperous 
NEW YEAR 
are extended to all 


Our Readers. 
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Another time saver which may be- 
come more widely adopted is the scheme 
for payment of wages by “notes only.” 
The payment is made in such a manner 
that the cumulative payment is to the 
nearest 10/- above the cumulative net 
earnings (this again offers scope for 
using a computer). Naturally agreement 
with the workers, unions, etc., would be 
necessary before the scheme could be 
adopted. Eventually even this idea may 
be overtaken by the payment of wages 
by cheque. 


Standards. 

Agreed standards, apart from their 
primary function, are also of assistance 
for the preparation of the budget and 
for the day-to-date control of the ap- 
proved budget. Standards are not only 
suitable for application by commercial 
and industrial concerns, but may be used 
by government departments and other 
similar bodies. For example, in a large 
organisation which succours refugees, 
there is an agreed scale of rations which 
has been approved by nutritionists, medi- 
cal officers, etc. These basic foodstuffs 
are each priced at their appropriate 
standard price. The resulting total cost, 
which includes an allowance for trans- 
portation and handling losses, is declared 
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as the standard ration cost. Given the 
numbers of registered ration recipients 
in each area, budget costs can then be 
evaluated and totalled. Similarly, ap- 
propriate standards can be developed 
to cover most of the activities of an 
organisation. 


Once prepared, standards are not fixed 
for all time. Even when installed the 
standards need to be reviewed from 
time to time in the natural course of 
events and on a special basis when 
changes take place in the organisation, 
manufacturing processes, etc. 


The standards may be set up in the 
form of a manual which can be used 
for the preparation and review of the 
annual budget and during the year to 
check on requests for budget adjustment. 


In industry, if a full-scale standard 
costing system with variance accounts is 
not justified, it may be appropriate to 
use product standards. These would be 
compared with actual costs in a some- 
what less formal manner than occurs 
when using variance accounts. Differ- 
ences between actual and standard costs 
would be pinpointed to a_ particular 
area, e.g., labour cost, the cause of the 
difference examined and remedial action 
taken. Thus the end result, control by 
exception, would be the same under both 
methods. 


Return on Capital Employed. 


This is the most familiar of the whole 
range of ratios. However it is also the 
most important and thus commands a 
special mention. The previously men- 
tioned ratios merely indicate the causes 
of changes in this key figure. Capital 
employed has been defined’ as com- 
prising: 

Issued capital; 

Revenue and capital reserves; 

Reserve for future income tax; 

Loan capital (including bank over- 

draft) ; 
and is represented by fixed assets and 
net current assets. Asset values should be 
adjusted to represent replacement values 
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if these are other than the book value, 
because unless profits can be related 
to real values it is not possible to test 
efficiency and to judge whether capital 
could be employed better elsewhere. 
The ratio normally used is that of profit 
before tax to present day value of capi- 
tal employed (as indicated above). 


In the case of non-profit making 
organisations, if at all possible, a suit- 
able alternative ratio should be developed 
to take the place of the “Return on Capi- 
tal Employed.” For example, “Capital 
Employed per produced” or 
“per services rendered.” The 
production or the services would have 
to be reduced to a common unit basis. 
By continuing use of the agreed com- 
mon-unit, comparisons of the capital 
ratio could be made between one period 
and another period, the causes of any 
changes studied and appropriate man- 
agement action taken. 


Staff Manning Tables. 


The use of tables of this type (also 
known as “Staff Establishment Lists”) 
assists in personnel planning and budget- 
ing. Grades and salaries are agreed for 
each job, degree of responsibility, etc. In 
addition when certain posts involve fre- 
quent travelling, an element of danger 
or any other special factor, agreed scales 
of supplementary allowances can be set 
up. When an organisation operates out- 
lying or field installations it may be pos- 
sible to establish manning tables show- 
ing the number and grades of staff re- 
quired to run each size and type of in- 
stallation. Special conditions would be 
allowed for, e.g., if a suitable building 
could not be constructed in the area 
and although the most suitable premises 
were rented the layout was not as efficient 
as required, thus extra staff would be 
needed. In this case the total number 
of staff required would be the appro- 
priate Manning Table plus an agreed 
number to cover the special circum- 
stances. Organisations which can use 
this type of data are those having, say, 
branch shops, service depots, area offices, 
etc. 
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General. 


In addition to the matters discussed 
above there are other management tools, 
e.g., Break-even charts, graphic com- 
parisons, profit planning, etc., which 
various organisations may use to good 
effect. 


Perhaps a good general comment 
would be that in the future accountants 
should not work harder but “work 
smarter.” It has been said that it takes 
a lazy man to be a good methods man; 
possibly by the same token it could be 
said that the management accountant of 
the future will be a lazy man with plenty 
of foresight. 


Conclusion. 


Most people when settling into a 
new job like to reduce as many tasks 
as possible to a routine, to note recur- 
ring items, etc. The trend is now to 
apply this “routine-ising” to higher level 
work, to establish patterns of “norms,” 
to assist decision making and control. 
By observation or by mathematical 
models a relationship between certain 
variables can be established. Of course, 
it is mecessary to concentrate on factors 
which are the keys to control of a 
given organisations and thees key items 
may vary from industry to industry and 
be dependent upon company size, de- 
gree of automation, etc., within an in- 
dustry. There are a lot of ratios, and 
charts, which it may be “nice” to have 
around, regularly prepared, but the es- 
sentials must come first. As a result of 
the increase in the use of computers it 
is going to be even more necessary that 
discrimination be used in passing statis- 
tics to management. With output print- 
ers capable of pouring out thousands of 
words a minute, management will be 
lucky not to be swamped. The account- 
ant who will be invaluable will be the 
one who can install a selective system 
so that only key figures and those varia- 
tions exceeding agreed tolerances will 
be passed to management. Of course, 
once again, control by exception is util- 
ised. It should only be necessary for 
management to study the situation and 
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take action, if the ratios were out of 
line, if the limits were exceeded, if stan- 
dards were not abided by, etc. 


This pre-supposes a large increase in 
the ratios, tolerances, and standards 
available, since unless there are yard- 
sticks to hand it is not possible to note 
those items which are exceptions to the 
yard. Here again the computer should 
be called in, firstly to establish the stan- 
dards and then, by comparison with the 
period’s actual results, to throw up the 
exceptions. But it will be the account- 
ant who will be concerned with selecting 
which standards are the key ones. 


Additionally, with the increase in 
automation the management accountant 
should, above all, be called in to help 
with the decision-making stage, before 
large. amounts of capital are actually 
sunk in equipment. 


Thus, with the increasing use of ac- 
counting aids to scientific management, 
the future promises to be both busy and 
exciting for management accountants. 





AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 


Applications are invited for 
a full time appointment in Melbourne of 


TECHNICAL OFFICER 


DUTIES: Promotion, co-ordination and super- 
vision of research work, technical activities, 
publications and public relations of the 
Society. This is an interesting position 
providing scope for original thought and 
initiative. 

QUALIFICATIONS: A sound academic know- 
ledge of accountancy, experience in its prac- 
tical application in commerce and industry 
and organising ability. Work envisaged 
calls for a facility in written expression. 


SALARY: A commencing salary of £2,000 a 
year, plus superannuation benefits, will be 
available to the successful applicant. 


APPLICATIONS: Written applications to the 
General Registrar of the Society, 37 Queen 
Street, Melbourne, will close on 30 January, 
1960, and will be treated as confidential. 








Current Problems Discussed in 
Overseas Journals 


Notes prepared by members of the teaching staff in 
the Department of Accounting, University of Melbourne. 


Accounting Reports 


“Tomorrow’s Accounting?” is the 
title of an article by C. W. Bastable in 
The Journal of Accountancy, June, in 
which the author questions the usefulness 
of traditional methods of asset classifi- 
cation, valuation of inventories and 
marketable securities, measurement of 
costs applicable to future periods and 
recognition of current costs in the income 
statement. He suggests some amend- 
ments to balance sheets and income 
statements which would present signifi- 
cant figures on both historical and current 
cost bases. 

Auditing 

Writing in The Journal of Account- 
ancy, June, on “Auditing Voluminous 
Data by Modern Sampling Methods”, 
Dan D. Davis and Arch Rounsaville 
describe a successful experiment in statis- 
tical sampling for internal audit purposes 
carried out in the traffic division of a 
large corporation. They also make some 
suggestions pertinent to the application 
of sampling technique in external audits. 


An article in The Canadian Chartered 
Accountant, April, “Audit Planning with 
the Help of the Client” by Richard K. 
Moore, shows the advantage of client 
co-operation in the planning of annual 
audits. Proper co-ordination will ensure 
full use of internal controls, deadlines 
will be more easily met and a more 
efficient audit carried out. However, 
Moore emphasises that this need not, 
and indeed should not, involve any loss 
of independence. 


Budgeting and Cost Control 


In the June issue of The Canadian 
Chartered Accountant, Robert H. Cran- 
well, in “The Budget: Looking in a New 
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Direction”, discusses some of the benefits 
that are gained if an effective budget is 
prepared and the reasons for variances 
thoroughly investigated. 


R. C. Sprowls, “Using Statistics to 
Measure the Accuracy of Forecasts”, 
N.A.A. Bulletin, June, explains how the 
use of averages, degree of correlation 
and other statistical concepts may be of 
help to the accountant. 


A case study of a company in which 
operations research techniques, budget- 
ary skills and computer capabilities were 
combined to provide management with 
the information required is presented by 
A. F. Moravec, “The Operations Re- 
search Approach to the Budget Fore- 
cast”, N.A.A. Bulletin, June. 


In The Controller, June, in a paper 
entitled “Effective Budgeting Means 
Controllership in Action”, Glenn A. 
Welsch outlines reasons why budgeting 
must be based on competence, research 
and education, together with management 
planning and control. The paper is not 
so much concerned with the mechanics 
of budgeting, as with some of the more 
fundamental concepts, which, the author 
claims, are related to such matters as 
planning, controlling, sound human re- 
lations, and the orderly growth of an 
enterprise. 


Consequential Loss 


Aspects, likely to be of interest to 
accountants, are discussed in an article 
entitled “Loss of Profits Insurance” by 
R. A. Davidson, in The Accountants’ 
Journal (N.Z.), June, 1959. Examples 
of a policy are given and the clauses 
discussed. An accounting statement of 
insurable gross profit is shown and a dis- 
cussion of each item provided. 
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Break-Even Analysis 


In The Controller for July, Wilbert C. 
Wehn presents a paper entitled “Break- 
even Points that Mean More in Profit 
Control”, in which he outlines means 
whereby the “calendar effect” of break- 
even points can be minimized. In the 
author’s opinion, present profit-volume 
techniques, when applied without recog- 
nition of the effect of the varying number 
of operating days in a month, can be 
both inadequate and misleading. This 
paper analyzes some of these distorting 
tendencies and suggests how a greater 
measure of clarity may be achieved. 


Case Studies 


In the N.A.A. Bulletin, July, J. S. 
Goodman, Jr. and A. C. McMillan pre- 
sent “A Work Order System Which 
Controls Maintenance and Repairs”. In 
the same issue F. R. Sullivan describes 
the “Accounting for Customer Service 
Work at the Eastman Kodak Company”. 


Companies 


In the July issue of The Accountants’ 
Journal (N.Z.) the advantages of subdi- 
viding the nominal value of shares from, 
say, £1 to 5/- units are discussed in the 
finance and commerce section of the 
journal. Statistics are quoted which 
show the widening of the market for a 
company’s shares when they are of small 
nominal value; and the benefits of 
widening the company’s consumer mar- 
ket, increasing goodwill and decreasing 
the possibilities of political interference 
are considered. In the secretarial section 
of the same issue an economical proce- 
dure for issue of share certificates is 
outlined. 


Electronic Data Processing 


A description of how electronic equip- 
ment was selected, adapted and used to 
improve materials management at the 
Lockheed Aircraft Corporation is pro- 
vided by H. W. White, “Steps in 
Achieving Control of Material on an 
Electronic Computer”, in the N.A.A. 
Bulletin for June. 
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Controllership 


The purpose of an internal consulting 
service in a firm is to facilitate decision- 
making by relieving management of the 
time-consuming tasks of investigating and 
interpreting complex business relation- 


ships. A. W. Fox, “Organizing an 
Analysis Service in the Controller’s 
Department”, N.A.A. Bulletin, June, 


considers the problems awaiting the 
operations analyst, and the way in which 
he carries out his work. 


Social Accounting 


Writing in The Accountant, 11 and 18 
July, on “The Relation of Business Ac- 
counting to Social Accounting”, Howard 
C. Burdeau suggests that social account- 
ing is conducted on two levels, one based 
on accepted current accounting practice, 
the other on economic theory. From 
this point of view he discusses the ac- 
counting function, accounting principles, 
accounting terminology and depreciation 
as elements of challenge to accountants 
and economists interested in social ac- 
counting. 


Farm Accounting 


“The Accountant and the Farmer” is 
the title of an article by Walter A. 
Gregory in The Canadian Chartered 
Accountant, June, in which the writer 
suggests to public accountants that income 
tax accounting should not be the only 
service provided by them for the farmer. 


Holding Companies 

“Accounting for Mergers and Consoli- 
dations” is the title of an article by John 
A. Carson in the April issue of 
The Canadian Chartered Accountant. 
Because of the increasing use of consoli- 
dated reports, the author stresses the need 
for public accountants to investigate the 
principles of utility, full disclosure and 
fair presentation. He says that since 
consolidated statements are meant to 
show the position and results of a group 
of closely related business units they 
should not be prepared unless the 
assumption of an economic entity can 
be justified. Furthermore, the balance 


sheets of subsidiaries should only be 
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grouped when the most informative view 
is thereby presented. Other problems 
discussed include the proportion of inter- 
company profits to be eliminated where 
a minority exists, and post-acquisition 
profits where the subsidiary has been 
acquired in two or more stages. 


Management 

In The Canadian Chartered Account- 
ant, April, L. F. Urwick writing on “The 
Objectives of Management”, adapts to 
the field of business the new emphasis 
which Field Marshal Viscount Mont- 
gomery placed on “putting the troops in 
the picture”. He says the first need of 
every modern business is a statement of 
its general cbjective that is sound, socially 
and morally as well as economically. 
Furthermore each individual within the 
business should be given an objective 
expressed in simple terms in order to 
create a sense of unity or singleness of 


purpose. 


Meetings 

[he Journal of Accountancy, June, 
contains some suggestions for avoiding 
time-wasting at meetings in an article by 
Arthur M. Sargent on “Techniques for 
Successful Meetings and Conferences”. 
Purpose, participation, leadership, motiv- 
ation and evaluation are the chief 
headings under which the suggestions are 
made. 


Office Management 

R. Norbury discusses “Work Study in 
the Office” in The Accountant, 6 June, 
and argues that, by applying work study 
techniques in examining cffice systems 
and procedures, manufacturing costs can 
be reduced and greater efficiency attained 
in office working. 


Profit Planning 


The N.A.A. Bulletin, July, publishes 
two papers on planning which were origi- 
nally presented at the N.A.A. Conference, 
1959. The first, “The Accountant’s Role 
in Long-term Profit Planning”, by M. K. 
Evans shows that the challenge the 
accountant faces is to get behind the 
figures and reports prepared from the 
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accounting system to find out, in terms 
which management can understand and 
put to use, why the return on investment 
has varied in the past and how it can be 
made to vary in the right direction in 
the future. The second, “Reconciling 
Short-range Profit Prospects with Long- 
range Goals”, by S. Z. Bronner describes 
how long-range planning deals mainly 
with the projection of basic trends while 
short-range planning deals primarily with 
cyclical and seasonal fluctuations. Effec- 
tive planning requires the reconciliation 
of short-term and long-term planning. 
and tools for accomplishing this recon- 
ciliation are discussed. 


Taxation 


The introduction in India of expen- 
diture tax, as recommended by the 
Cambridge economist, Mr. Nicholas 
Kaldor, has already received much 
publicity in the press. Some details of 
its applicaticn and administration are 
contained in an article, “A Study of 
Expenditure Tax”, in The Chartered 
Accountant (India), June, by V. R. 
Dalal. By way of introduction, the 
arguments for and against this form of 
taxation are summarised; mention is 
then made of the rates of tax, units 
subject to tax, the definition of taxable 
expenditure, methods of computation, 
exemptions, deductions, allowances, etc., 
— in fact, sufficient to suggest that 
simplicity is as far removed from 
expenditure tax legislation in India as it 
is from income tax law the world over. 


U.S.S.R. 


“Accounting in the U.S.S.R.” is the 
title used in The Journal of Accountancy, 
July, to cover two articles based on 
independent . research into accounting 
methods in the U.S.S.R. The first, by 
Richard B. Purdue, is on techniques of 
Soviet accounting; the second, by E. Joe 
De Maris, discusses problems of the 
Russian accountant; together they pro- 
vide a picture of similarities and differ- 
ences between two economic and social 
systems as they affect accounting and 
accountants. 
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GIFT TO SCHOOL FUND 


Gifts to a fund for the improve- 
ment of a school playing field were 
held to be outside the provisions of 
Section 78 (1) (a) (xv) of the Income 
Tax Assessment Act. 


During the year ended 30 June, 1955, 
the taxpayer company made two dona- 
tions, of £525 and £33.11.0, to a fund 
created to perpetuate the memory of the 
late headmaster of the Toowoomba 
Grammar School. 

The fund was to be used to carry out 
improvements to the main school oval. 
In fact, the proceeds of the appeal were 
employed in the construction of a stone 
retaining wall and the filling behind the 
wall, with the result that the playing area 
was considerably enlarged. 

The company had claimed a deduction 
under Section 78 (1) (a) (xv), which pro- 
vides for the allowance of “gifts . . . to 
a public fund established and maintained 
exclusively for providing money for the 
acquisition, construction or maintenance 
of a building used or to be used as a 
(government or non-profit private) school 
or college”. 

There was no doubt that the fund was 
a public fund, and that the Toowoomba 
Grammar School was of the type speci- 
fied in the sub-section. The problem was 
whether a fund for the improvement of 
a school playing field by, for example, 
the construction of a large retaining wall 
was a fund for providing money for the 
acquisition construction or maintenance 
of a building used or to be used as a 
school. 

The matter came before the High 
Court in Cobb & Co. Ltd. v. Commis- 
sioner of Taxation, 33 A.L.J.R. 174. The 
court (Windeyer J.) had to consider what 
is the meaning of the expression “building 
used or to be used as a school”. He 
said: “The only reason why the matter 
admits of any argument is that this ex- 
pression is so clumsy in its context that 
it is hard to know to what par. (xv) of 
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By D. C. WILKINS, B.coM., A.A.S.A. 


Section 78 (1) (a) is applicable. ‘A 
building used as a school’ may, depend- 
ing on circumstances, mean the single 
school-room of a very small country 
school, or a large building or group of 
buildings containing classrooms, assembly 
hall, laboratories, library, often a chapel, 
cloakroom, lavatories, dormitories, gym- 
nasium and so forth. But would a fund 
to build a laboratory or a library or a 
chapel or a gymnasium or a fives court 
or a swimming pool at an existing school 
be for ‘the acquisition, construction or 
maintenance of a building used or to be 
used as a school’? Could any of these 
things be said to be ‘used as a school’? 
And if one why not another? If a labor- 
atory, why not a library? If a library, 
why not a gymnasium or a swimming 
pool or a fives court? And if a gym- 
nasium or a swimming pool, why not a 
cricket ground? 

“A playing field is, especially in the 
case of a boarding school, a place where 
the activities of the school are carried 
on just as much as is the library or the 
assembly hall. Such arguments are 
plausible but mistaken. If the words of 
the Act had been ‘used for the purposes 
of a school’ the problem would be easier. 
But whether, even then, this fund could 
be said to be within the description 
would, I think, be very doubtful. It may 
well be that what Parliament had in mind 
were funds to be devoted to the provi- 
sion or maintenance of permanent capital 
assets of a school, such as buildings and 
grounds to be used for school purposes. 
But this is not what the Act says. The 
matter obviously deserves the attention 
of Parliament; for, as it stands, the pro- 
vision seems to have a limited, arbitrary 
and somewhat uncertain application.” 


The decision of the Court was there- 
fore that the improvement to the school 
playing field was not the construction of 
a “building used as a school”, and that 
gifts to the fund were not allowable as a 
deduction to the taxpayer company. 
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TRAVELLING BETWEEN PLACES 
OF BUSINESS 


Expenditure incurred in travel- 
ling from one locality of income 
production to another was consi- 
dered by the Board of Review. 


The taxpayer, who was employed by 
a government undertaking in Sydney, was 
transferred to a country town. Prior to 
his transfer, he conducted a residential 
in Sydney, from which, subsequent to 
taking up residence in the country town, 
he continued to receive rents. 


For the year ended 30 June, 1954, 
gross rents received amounted to £585, 
and deductions claimed totalled £1,818, 
including £818 representing travelling 
expenses incurred in making weekly 
visits to Sydney. He claimed that in 
conducting residential business it was 
necessary to make these trips for the 
purpose of supervision and collection of 
rents. 

The Commissioner considered that a 
“fair and reasonable” proportion of the 
car expenses claimed was £30. The dis- 
allowance of the balance of £788 was the 
subject of a reference to the Board of 
Review, reported in 8 C.T.B.R. (N.S.) 
Case 52. 


The Board pointed out that the burden 
of proving that the assessment was ex- 
cessive lay upon the taxpayer. He had 
to satisfy the Board as to (a) the number 
of trips made to Sydney (b) the predo- 
minant purpose of those trips and (c) the 
actual work in the conduct of the resi- 
dential carried out on the occasion of 
the visits to Sydney. 


In the first place, the Board was not 
satisfied, on the evidence, that the tax- 
payer had in fact made 50 trips to Sydney 
during the year, as he claimed. Secondly, 
there was evidence that some of the 
trips had a predominantly private motive. 
Thirdly, there was doubt as to the nature 
or extent of the duties which were claimed 
to have been performed in the conduct 
of the residential. The taxpayer had 
stated that he had checked the cleaning 
of rooms in general use by tenants, ob- 
served the need for repairs, enquired as 
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to tenants’ behaviour, and checked the 
collection of the rents. These duties, 
the Board thought, were of a “superficial 
and non-recurrent nature”, which could 
be attended to by the taxpayer’s wife. 
who was living in Sydney and was en- 
trusted with the general management of 
the residential and the collection of rents. 


The Board decided that the taxpayer 
had not provided evidence to support the 
claim for travelling expenses incurred in 
deriving the rental income and accord- 
ingly the Commissioner’s allowance of 
£30 was confirmed. 


PENALTY FOR INCORRECT 
RETURN 


The United Kingdom Court of 
Appeal determined the extent of the 
penalty to be imposed on a tax- 
payer who had submitted an _ in- 
correct return for U.K. income tax. 


What might be described as the heavy 
hand of the tax gatherer appeared, with- 
out gloves, in the case of Inland Revenue 
Commissioners v. Hinchy (1959) 2 All 
E.R. $12. 


The taxpayer was an employee of the 
U.K. Customs and Excise Department. 
His salary for 1952/53 was subject to 
tax at the source; in addition he dis- 
closed in his income tax return an 
amount of £18.6.0 representing Post 
Office Savings Bank interest. The return 
of interest allotted to customers made by 
the Post Office Savings Bank indicated, 
however, that the interest should have 
been £51.5.9. 


The total tax assessed was £139.11.6, 
comprising £125.6.6 tax on the salary 
and £14.5.0 charged on the interest 
omitted from the return. 


Section 25 (3) of the United Kingdom 
Income Tax Act 1952 provides for the 
imposition of penalties upon persons fur- 
nishing incorrect returns. This penalty 
is £20 plus “treble the tax which he 
ought to be charged”. On the authority 
of Section 25 (3), the Commissioners of 
Inland Revenue claimed a penalty of £20 
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plus £418.14.6, that is, treble the total 
amount of tax payable by the taxpayer 
for the 1952/53 year. 


The Crown contended that treble the 
taxpayer’s whole properly assessed tax 
was correctly chargeable, and pointed out 
that the Treasury was able to exercise 
discretion to mitigate or remit penalties. 


The Court admitted that the words 
“treble the tax which he ought to be 
charged” are capable of the meaning 
which the Crown attributed to them, viz., 
treble the entire amount of tax which 
ought to be charged, as distinct from the 
smaller amount which was in fact charged 
because of the deficiency in the return. 
However, it was decided that the “tax 
which he ought to be charged” should 
mean the tax which the taxpayer was 
not charged, by reason of his default, on 
his undisclosed income. 


Accordingly, the penalty imposed was 
£20 plus £42.15.0, ie., treble the ad- 
ditional tax of £14.5.0 charged on the 
Post Office Savings Bank interest omitted 
from the taxpayer’s return. Leave to 
appeal to the House of Lords was 
granted. 


It is of interest to observe that under 
the Commonwealth Income Tax Assess- 
ment Act (Section 226(2)), the addi- 
tional tax payable, in the case of omission 
of assessable income from a return, is 
double the tax avoided, or £1, whichever 
is the greater. The Commissioner may 
remit this additional tax or any part 
thereof. 


OPTION TO PURCHASE SHARES 


The increase in value of shares 
between the time of granting an 
employee an option to purchase, 
and the exercise of the option, was 
treated as of a capital nature 
(United Kingdom Income Tax). 


The directors of a limited company 
offered to certain of the executive officers 
an opportunity to obtain an interest in 
the share capital of the company, and 
invited applications for the grant of an 
option to subscribe for shares at the 
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price then ruling on the Bristol Stock 
Exchange, viz: 68/6 per share. 


The taxpayer, one of the nominated 
executives, applied on 7 October, 1954 
to “purchase an option” to subscribe for 
2,000 shares, the consideration being 
£20, or £1 for every 100 of the shares 
to which the option was to apply. 


On 28 March, 1956, the taxpayer 
applied for 250 shares at the option price 
of 68/6d. per share, and the allotment 
was duly made. The market value of the 
shares at that date had, however, risen 
to 82/-, and the taxpayer was charged 
to tax on £166, representing the increase 
in value less a proportion of the option 
payment. 


The United Kingdom Commissioners 
of Inland Revenue contended that when 
the shares were issued (in the 1955/56 
year) there arose to the taxpayer a profit 
from his employment, calculated at £166, 
and this amount was therefore subject 
to tax. 


The Chancery Division of the High 
Court, in Abbott v. Philbin (Inspector of 
Taxes) (1959) 2 All E.R. 270 expressed 
the view that the option to purchase the 
shares was a chose in action, which the 
employee was enabled to purchase on 
beneficial terms because of his employ- 
ment, and was therefore a perquisite of 
his office. It was not additional remu- 
neration, but a “perquisite which could 
be turned to pecuniary account”. 


As it would have been possible for 
the taxpayer to have exercised the option 
immediately after it was granted to him, 
the court considered that any assessment 
of the perquisite, i.e. the benefit of the 
contract to have allotments of shares on 
certain terms, should be made in the 
1944-45 year, the year in which the 
option contract was entered into. “The 
shares, when allotted, could not be taxed 
in another year as a new and different 
perquisite or profit”. Whether this per- 
quisite from his employment could be 
taxed, owing to difficulties of valuation. 
and if so, on what principle it ought to 
be valued, the court did not decide. 


The court further decided that the 
option contract, bought for a valuable 
consideration, was a capital transaction. 
The transaction “ought to be capitalised 
and taxed on the basis of a chose in 
action, i.e. a contractual right to receive 
payments in future, and not on the basis 
of a salary”. The difference between the 
value of the shares acquired by the tax- 
payer and the price he paid for them in 
the exercise of his option, was therefore 
not taxable as remuneration, but was 
treated as an increase of a capital nature. 


LEASEHOLD IMPROVEMENTS 


The Board of Review decided a 
question as to the value of “coven- 
anted” improvements to be included 
in a lessor’s assessable income. 


Section 87(1) of the Income Tax 
Assessment Act provides for the inclusion 
in the assessable income of a lessor, 
spread over the unexpired period of the 
lease, of instalments of the value to the 
lessor at the expiration of the lease of 
certain leasehold improvements. These 
leasehold improvements must be what is 
loosely described as “covenanted im- 
provements”. 


In 8 C.T.B.R. (N.S.) Case 54, the 
taxpayer and his wife leased certain 
freehold land to a chain store company 
for a period of ten years from 1 January, 
1948. The lease provided that the com- 
pany should erect on the land a building 
suitable for the lessee’s business require- 
ments and should expend on the building 
an amount of £6,000 “at the least”. 


Plans of the proposed building were 
submitted by the company to the lessors; 
no specifications were included, nor was 
any estimate of the cost of the building 
made. Approval by the taxpayer and 
his wife was given by their written en- 
dorsement of the plans. The building 
was erected, at a total cost of about 
£17,700. 


It was agreed that the building erected 
was not subject to tenant rights, and that 
the value of the improvements at the ex- 
piration of the lease was £17,700. The 
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question to be determined, however, 
was whether the improvements costing 
£17,700 had been made as consideration 
for the grant of the lease, were required 
to be made under the terms of the lease, 
or made with the written consent of the 
lessor. To the extent that one of these 
conditions applied, the improvements 
would be “covenanted”, and thus subject 
to assessment in the lessor’s hands in 
accordance with the provisions of Section 
87 (1). 


The taxpayer’s representative conten- 
ded that improvements effected to a 
value in excess of £6,000 were not made 
as consideration for the grant of the 
lease, the lease did not require the ex- 
penditure of more than £6,000, and the 
approval of the plans, unaccompanied by 
an estimate of cost, did not amount to 
written consent to expenditure in excess 
of £6,000. Consequently, it was claimed 
that the instalments to be included in 
the lessor’s assessable income should be 
based on the amount of £6,000 only. It 
was conceded by the taxpayer, incident- 
ally, that whatever improvements were 
effected would enhance the value of the 
leased land. 


The Board of Review considered that 
a determination should be made of what 
amount the parties to the lease agreement 
intended should be spent on effecting 
improvements to the leased land. The 
lease, the Board felt, did not impose any 
upward limit on the cost of the building. 
All that was required was the approval 
of the lessor’s architects to the plans 
submitted, and this condition had been 
waived by the lessors. . 


Further, the lessors had not restricted 
the company to the erection of a bui!ding 
which would cost approximately £6,000. 
The Board decided therefore that the 
improvements, effected at a cost of 
£17,700, should be regarded as having 
satisfied the requirements of Section 87 
(1), and that the instalments of the value 
of those improvements at the expiration 
of the lease, to be assessed to the lessors, 
should be based on the agreed figure of 
£17,700. 
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The Taxation of Trusts 
By A. M. MAGOFFIN, 4.a.s.A. 


A lecture delivered on 10 November to members of the Victorian 
Division of the Australian Society of Accountants. 


7 idea of controlling property and income 
through setting up a trust is peculiar to 
English law. There are eminent jurists who 
consider that the development of the trust 
concept over the centuries has been the greatest 
contribution made by England in the field of 
jurisprudence. 


A trust exists when one person has the legal 
or equitable ownership or control of property 
while another enjoys the beneficial interest in 
it. 

Trusts may be created in a number of ways. 
The most usual methods are by will or by deed. 


Every trust has four essential features:— 


(1) There must be a trustee who holds a legal 
or equitable interest in the property; 

(2) There must be some property either real 
or personal which is capable of being held 
in trust; 

(3) There must be a beneficiary or class of 
beneficiaries; and 

(4) The trustee must be under a personal obli- 
gation to deal with the trust property for 
the benefit of the beneficiaries. 


Before the advent of the private company 
the trust was the main instrument of family 
settlement. Even now, however, the days of 
the trust are by no means over and trusts can 
be used to great advantage for tax purposes in 
conjunction with family companies or partner- 
ships or on their own. 


Trust estates are subject to income tax under 
Division 6 of the Income Tax Assessment Act 
1936-1959 as amended. The taxable income 
of a trust estate is determined in the same way 
as the taxable income of an individual taxpayer 
except that concessional deductions are not 
allowable. Losses of previous years are deduct- 
ible except in the case of any beneficiary who 
has no beneficial interest in the corpus or in 
respect of any life tenant, the deduction of such 
of the losses of previous years as are required 
to be met out of corpus. 


Division 6 contemplates the existence of 
three classes of beneficiaries: — 

(1) Those who are presently entitled to the 
trust income and not under a legal dis- 
ability debarring them from receiving it; 

(2) Those who are presently entitled but are at 
the same time under a legal disability 
which prevents them receiving the income; 
and 


(3) Those who are not presently entitled to 
the income at all. 
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Either the trustee or the beneficiary will be 
assessable on the income depending on the 
status of the beneficiary. If the trustee is 
assessed then the beneficiary will not be 
assessed on the same income and vice versa. 
The income is taxed once only either in the 
hands of the trustee or’in the hands of the 
beneficiary. 


Presently Entitled 


For tax purposes “presently entitled” means 
a right to income at present existing, that is a 
right of such a kind that a beneficiary may de- 
mand payment of the income from the trustees 
or direct how it should be dealt with on his 
behalf. Where a beneficiary has a present 
entitlement to his share of income of a trust 
estate and he is not under any legal disability, 
his assessable income must include his share 
of the net income of the trust. In this case the 
beneficiary is taxable and not the trustee. If 
the beneficiary has income from other sources 
this will be added to his share of trust income 
and he will be taxed on the whole. If he is 
presently entitled in law to his share of trust 
income he will be assessable on it and it is 
quite immaterial whether or not he actually 
collects it or manages to get it dealt with 
according to his instructions. 


As the incidence of tax can be affected to a 
considerable degree by whether a person is or 
is not presently entitled to income it is not 
unexpected to find that over the years there has 
been considerable litigation on the question. 
Differences of opinion usually arise in the 
administration of deceased estates. 


To decide whether such a present right exists 
it is necessary to look at the state of admini- 
stration of the estate. When an estate has been 
fully administered by payment of funeral and 
testamentary expenses, death duties, general 
liabilities, annuities and legacies the amount of 
the residue is thereby ascertained. Thencefor- 
ward the income of the residuary estate is the 
income of the residuary beneficiaries. If the 
various liabilities have not actually been  dis- 
charged but funds have been provided to meet 
them in due course the residue is still ascertain- 
able and the income will still be the income 
of the residuary legatees. 


Legal Disability 


A beneficiary may be in the position of being 
presently entitled to income but prevented 
from receiving it for the reason that he is 
incapacitated by a legal disability. Infants, alien 
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enemies, and lunatics are examples of persons 
under legal disabilities. 


Where a beneficiary is presently entitled to 
a share of income of a trust estate but is under 
a legal disability the trustee will be assessed 
and liable to pay tax on that share as though 
it were the income of an individual and were 
not subject to any deduction except the con- 
cessional deductions available to the beneficiary 
if he had been assessed personally. 


No Person Presently Entitled 


Where there is a trust estate to which no 
one is presently entitled or there is some part 
of a trust estate to which no one is entftled 
the trustee will be assessed and liable to pay 
the tax on the whole of the income (or the 
part) as if it were the income of an individual 
and were not subject to any deduction 
whatever. 


Several Beneficiaries 


It is not uncommon for a trust estate to have 
various classes of beneficiaries interested at the 
one time. For instance the estate of a deceased 
person may have a net taxable income of say 
£4,000 to be divided equally among the widow, 
son over 21, and two infant children. 


The widow and the son over 21 are both 
presently entitled to their shares of income 
but the shares of the infant children are to be 
accumulated for them until they are 21 save 
that the trustee may, at his discretion, make 
advancements for their education and mainten- 
ance, etc. If the shares of the infants were 
retained for accumulation there would be three 
income tax assessments that year. 


(a) The widow being presently entitled to the 
share of £1,000 would be assessed on it 
personally. If she had income from other 
sources she would be assessable on the 
aggregate income; 


The eldest son being presently entitled to 
his share also would be assessed on it 
personally in the same way as the widow; 
and 


(c) As the minor children are not presently 
entitled to their income the trustee would 
be assessable on the whole of their shares 
as the undivided income of one individual. 
The income accumulated for the children 
amounts to £2,000 and the trustee would 
be assessable on the £2,000 as though it 
were the income of one person. Any con- 
cessional deductions would not be de- 
ductible. 


{b 


~— 


If at the relevant moment no one is presently 
entitled it is quite immaterial how many 
persons will become entitled ultimately. The 
aggregate shares are indivisible for tax 
purposes and the income is taxed as though 
it were the income of one individual taxpayer. 
If there were a separate trust for each child 
there would be two separate assessments. 
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Beneficiary Under Legal Disability Deriving 
Income From Other Sources 


The beneficiary who is under a legal dis- 
ability may be interested in a number of trust 
estates and be presently entitled to the income 
of all. He may also have income from other 
sources. He will be assessable in his individual 
capacity on the whole of his income but he will 
get a credit against his tax of the tax payable 
by any of the trustees on his share of trust 
income. 


This treatment is in contrast with the 
situation of the person who is a beneficiary in 
a number of trusts but is not presently entitled 
to the income of any of them. The trustee of 
each trust will be separately assessable regard- 
less of the income of any other trust. The in- 
come of distinct and separate trusts cannot be 
amalgamated if the beneficiary is not presently 
entitled even though the one person may 
ultimately benefit from all the trusts. 


Discretionary Trusts 


Most deeds of trust empower the trustee to 
make advancements for the education, main- 
tenance or other benefit of the beneficiary 
Where the trustee exercises his discretion and 
makes advancements the beneficiary will be 
deemed to be presently entitled to the income 
advanced to him and will be separately assess- 
able on it. The trustee will then be assessable 
on the remainder of the income as income to 
which no one is entitled. 


Losses 


When a trust estate incurs a loss which is to 
be recouped from income and not from corpus 
the loss must be contained within the entity of 
the trust until such time as it makes sufficient 
income to extinguish it. 


This means that the loss cannot be appor- 
tioned among the beneficiaries for them to sub- 
tract from other income earned during the 
year. Thus trust losses are treated on a differ- 
ent footing from the losses incurred by partner- 
ships. When a partnership sustains a loss it 
is allocated among the partners in the year of 
loss and is not contained within the entity of 
the firm. Losses must of course be recouped 
within the seven year period in accordance 
with §.80 of the Income Tax Assessment Act. 


As losses must be recouped within the frame- 
work of the trust it follows that if all losses 
are not recouped before the administration is 
brought to an end by the final distribution of 
the assets the losses will never be recoupable 
for tax purposes. Even at the stage of final 
distribution there can be no apportionment of 
any balance of remaining loss among the bene- 
ficiaries. 


Unless there are other factors warranting a 
winding up of the trust the trustees should 
endeavour to keep the trust estate alive until 
such time as all tax losses are recouped. 
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SETTLEMENTS FOR CHILDREN 


S.102 (1) (b) of the Income Tax Assessment 
Act is designed to prevent parents setting up 
trusts to take effect in their lifetime for the 
benefit of their unmarried children under 21. 
The section provides that where the income of 
a trust is payable to such child or is accumu- 
lated for him or is applicable in some way for 
his benefit the Commissioner is given the dis- 
cretionary power to assess the trustee to pay 
the income tax. 


The amount of tax payable by the trustee 
will be whatever extra amount the parent 
would have been liable to pay if he had re- 
ceived the trust income in addition to his own 
income. 


The power given to the Commissioner is dis- 
cretionary and not mandatory but it can be 
taken for granted that the Commissioner will 
invoke his power to tax the trustee wherever 
the circumstances permit him to do so. The 
section applies whether the property yielding 
the income originally belonged to the parent or 
not. 


It is quite possible to establish a trust with 
little or no capital and to borrow the funds 
required for the acquisition of the income- 
producing property or enterprise but even so 
the trustee can be called upon to pay the 
marginal tax the parent would have been 
subject to if he had received this income in 
addition to his own income. 


It is quite immaterial that gift duty may 
have been paid on the settlement. That 
manoeuvre has no bearing whatever on the 
situation for income tax purposes. No escape 
can be found by embarking upon a course of 
transmuting property from one form into an- 
other. No good will come of settling money 
and using it to buy shares or settling bonds, 
selling them, and buying real estate and so on. 
$.102 will follow the original gift into the 
substituted property. If there are successive 
substitutions the section will still pursue them. 
Of course if the parent is bold enough to make 
an outright gift and not go through the pro- 
cedure of creating the trust then any income 
arising would belong to the child in his own 
_ and would be safe from attack under 


S.102 does not give the Commissioner power 
to annihilate all trusts created by parents for 
their unmarried minor children although until 
a couple of years ago it was generally thought 
that it did give this power. 


In re Hobbs v. Federal Commissioner of 
Taxation (1957) 6 A.LT.R., 490 the High 
Court ruled that where the parent has created 
a trust for his child and the child’s interest is 
contingent upon his attaining a certain age or 
marrying or doing some other specified thing 
the section does not apply and the trust will 
be good for tax purposes. In the Hobbs case 
a mother, Mrs. Hobbs, settled £5,000 shares 
in a private company in favour of her three 
children all unmarried and all minors. Trustees 
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were to hold the shares in three parcels, one for 
each child. 


If the beneficiary died either before reaching 
25 or before marrying his parcel was to be 
held for ultimate division between the other 
two children. In the event of all three children 
dying before attaining a vested interest the 
trustees were to hold the trust estate for the 
settlor’s husband if then living or if he had 
died upon the trusts appointed by his will. 
The trustees had wide powers of advancement 
out of the trust funds for the benefit of the 
children. 


The appeal to the High Court concerned the 
affairs of one of the sons. He was entitled to 
two-fifths of the income and the trustees had 
lodged a return showing this for the year 
ended 30th June 1952. No part of the income 
had actually been applied for the boy’s benefit 
during the year. All of it was accumulated 
The income of the other two children was 
accumulated also. 


The Commissioner assessed the trustees to 
pay the extra tax the mother would have had 
to pay if she had received the trust income in 
addition to her own income. The son was 
under 21 and not married. The trustees 
objected against the assessment and when the 
objection was disallowed appealed to the High 
Court. 


It was the Court’s unanimous decision that 
the section had no application to the circum- 
stances of the Hobbs case. It was held:— 


(1) For S.102 (1) (b) to come into operation 
it must be possible to say of the income 


(a) that it must in a year of income be 
payable to or accumulated for or 
applicable for the child or children; 


(b) to deal with it otherwise is not within 
the trust. 


(2) S.102 (1) (b) could not be invoked in the 
present case as the infant beneficiary con- 
cerned was only contingently entitled. 


The judges observed that if during the year 
there had been a payment to the child S.102 
(1) (b) would have applied and the trustee 
would have been properly assessable on that 
part and liable to pay the mother’s marginal 
tax in relation to that amount of income. 


For S.102 (1) (b) to operate the income 
under the trust must be accumulated absolutely 
for the child or applied for his benefit. If a 
taxpayer has several children and creates a 
separate trust for each one of them he may 
nevertheless succeed in reducing his own tax 
to a degree even if the trusts are not con- 
tingent. The reason for this is that S.102 
(1) (b) does not give authority for the in- 
comes of the several trusts to be amalgamated 
in determining the rate of tax. 


The tax payable under S.102 (1) (b) is the 
extra tax the parent would have been. liable 
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to pay if he had received the income of the 
one trust in addition to his own private income. 
The rate is not ascertained by adding the in- 
come of all the trusts at once to the parent’s 
income. The trusts are dealt with one at a 
time. 


Rather curiously if a deed provides that the 
income is to be paid to a third party such as 
the child’s mother until the child marries or 
attains 21 years S.102 will not apply, but the 
person who gets the income even though it is 
used for the child will be assessable on it 
individually. If the recipient has other income 
the aggregate income will be assessable as the 
income of one person. 


S.102 (1) (b) is destructive only of trusts 
created by parents for their own unmarried 
minor children. The section has no application 
to trusts created by parents for their children 
who are over 21 or for children under 21 
who happen to be married. 


Trusts created by persons who are not the 
parents of the beneficiary can be set up quite 
freely. 

For instance the uncle, aunt, grandparent, 
godparent, friend or even a perfect stranger is 
at liberty to create a trust for the child or some 
other person and it can be effective for income 
tax purposes. 


However, any funds settled in creating the 
trust must be the property of the settlor. The 
trust would‘ fail to survive an attack under 
S.102 (1) (b) if the parent reimbursed the 
settlor. The danger of reimbursement was illus- 
trated in a case which went before the Board 
of Review recently (7 -C.T.B.R. (N.S.) Case 
42). This case dealt with a trust created by 
the child’s aunt. 


In-1940 A, a parent, inspired the creation of 
three trusts for his children. Under the settle- 
ments A’s sister, B, settled £100 in favour of 
each of A’s three infant daughters. After the 
trust was set up A sold shares to the trustee on 
deferred terms — a small deposit and the bal- 
ance over ten years. 


The next year a similar transaction took 
place for the benefit of another child. In this 
case A’s wife sold shares to the trust on 
similar terms. 


In 1943 A inspired further deeds in favour 
of two more small daughters. This time A’s 
brother played the part of the settlor. Agair 
£100 was settled for each child. 


In every case A was appointed trustee. 


The Commissioner was not satisfied that the 
trusts had been created independently of A 
and so assessed the trustee under S.102 (1) 
(b) to pay the extra tax A would have been 
subject to if he had received the trust income 
in addition to his own income. 


The trustee objected, the Commissioner dis- 
allowed the objection and the trustee appealed 
to the Board of Review. 
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In evidence before the Board it emerged that 
the sister had not really found the settlement 
money from her own resources at all in 1940, 
she had been earning a very small salary and 
could not possibly have found the funds. What 
happened was that A had drawn cheques on his 
own family company payable to cash and 
handed them to the sister ostensibly in re- 
payment of amounts borrowed from her at 
some earlier stage. A admitted that he had 
actually drawn these cheques to provide the 
funds for B to settle. 


The Board was satisfied that the two trusts 
created by A’s brother were in fact financed 
from his own private means and that the money 
had not found its way back to him from A. 
However, the Board agreed with the Commis- 
sioner that the sister was not the real settlor 
of the trusts for the first three children. 


The taxpayer has appealed to the High Court 
and the case is still waiting to be heard. 


The moral of this is that the settlor should 
not try to be too ambitious. To create a trust 
it is not necessary to settle large sums. The 
amount settled should be such as to be well 
within the capacity of a settlor, and not in 
excess of the amount which he might reason- 
ably be expected to give away. Many trusts 
are started with only £10 or £25 as the initial 
capital. 


Reciprocal trusts are no way out of the 
difficulty of arranging a suitable settlor. If a 
man made a settlement for his _ brother’s 
children, and the brother in turn settled pro- 
perty for the children of the first settlor, it 
could be held that each of the trusts was in 
fact created by each father for his own 
children (Inland Revenue Commissioners v. 
Clarkson-Webb 1933). 


HOW TRUSTS CAN BE USED 


Trusts can be used in various ways. A 
trust can be set up to acquire shares in a 
private company or even a public company. 
The trustee may also become a partner in a 
business. The possibilities may be demon- 
strated by taking a typical case. 


The father of four children is the managing 
director of a private company. His salary from 
the company is adequate for his needs and he 
wishes to build up assets for his children in 
such a way as to minimise both income tax and 
death duties. 


He discusses the situation with the children’s 
grandfather, who has means of his own which 
he can spare. The grandfather decides to co- 
operate by making a small settlement in favour 
of each child. 


The matter is discussed with the solicitor and 
accountant, who are both familiar with the 
family’s affairs and the technique of divest- 
ment. A plan is drawn up, discussed and 
settled with counsel and put in train. The 
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grandfather makes a gift of £25 to the trustee 
in connection with each child and a separate 
deed is drawn up for each child. The deed 
of trust may give the trustees plenary powers. 
For our purpose let us assume that among 
other things the deed empowers the trustees 
to:— 


(1) invest the trust funds at their discretion; 


(2) borrow further funds to enlarge the trust 
capital; 

(3) accumulate the income during the minority 
of the beneficiary or to make advance- 
ments for his maintenance, education or 
benefit in any manner whatsoever; 


(4) to pay the income to the beneficiary when 

he attains the age of 21 years; 
(5) to hold the capital in trust until the 
beneficiary attains the age of 30 years; and 
to hold the trust funds for the other 
children or any other named classes of 
beneficiaries if the first beneficiary dies 
before reaching 30. 
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The trustee may also be given the further 
power exercisable during a limited period to 
resettle the trusi funds in his absolute discre- 
tion for the benefit of the brothers and sisters, 
or even the father and mother of the first 
beneficiary. 


The father, and after his death, the mother 
or some other person nominated by the 
father’s executors may be empowered to re- 
move the trustee and appoint another should 
that become necessary. 


A question which has to be decided is 
whether the parent or some other person 
should be appointed trustee. Although it is 
acceptable for tax purposes to have a parent 
as a trustee it is not desirable. Generally 
speaking it will be a lot easier for the inde- 
pendent person to act with the requisite degree 
of impartiality and responsibility. 


A trustee must not use the trust funds for 
his own personal benefit in any way. It may 
be extremely difficult on occasions for a parent 
trustee to act with detachment when his inter- 
ests overlap and even conflict in any way with 
those of the trust. 


A primary purpose of many trusts is to 
acquire income-producing assets from the 
parent or enter into some business arrangement 
with him. If a parent is obliged to act as both 
vendor and purchaser at the same time his 
position could become somewhat untenable to 
say the least. 


It is not unduly difficult to find trustees 
where the investment is to take the form of 
shares in limited companies, private or non- 
private, real estate and so on. It is more 
difficult to find a trustee who is prepared to 
face the liabilities of becoming a partner in a 
business. If it is not possible to get an indivi- 
dual to accept the appointment a small com- 
pany can be formed to do the job. 
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In the case we are considering there are four 
children and none of them is to be entitled to 
income until reaching the age of 21. For 
this reason, to minimise income tax to the 
utmost, a separate trust must be established 
for each child so that the income will be split 
into four parts for income tax purposes. 


If there were only one trust to cover all four 
beneficiaries then the whole of the income 
would be taxed as the income of one person 
and not split into four parts, thus the liability 
for income tax would be substantially greater. 
Of course, it is possible, but not desirable, to 
have several trusts embodied in the one deed. 


Where settlements are to take effect during 
the lifetime of a settlor it is better for safety’s 
sake to have separate deeds to place the inten- 
tion of the documents beyond all possible 
doubt. 


Where trusts have their genesis under a will 
there is of course only the one instrument and 
it is possible to have this drafted in such a way 
as to have as many different trusts as there are 
beneficiaries. 


Adverting to the case of the company 
director who wishes to provide for his children 
we have seen how separate trusts can be 
created for each child by the grandparent. 


The trust, of course, is only the machinery 
It must now be put to use. 


Assuming that the parent in our case owns 
the whole or a substantial part of the share- 
holding in the company he controls, he can 
now set about selling his shares to each trust 
in whatever proportion he chooses. He can 
sell his shares on deferred terms without inter- 
est and the trustee can discharge part of the 
liability each year out of income after making 
provision for payment of income tax. 


It may be wondered why anyone should go 
to all the trouble of creating trusts to buy 
shares in a private company when it is quite 
possible for shares to be held by children in 
their own right. Although it is possible for 
this to be done it may not always be prudent 
as minors suffer from various forms of legal 
disability. 


To acquire the legal ownership of a share 
it is generally necessary that the intending 
shareholder should agree to become a member 
of the company and his name must be entered 
in the register. 


In cases where the minor has reached the 
age of understanding it may be possible to meet 
the requirements but where the prospective 
shareholder is a mere infant in arms there can 
be no understanding and the necessary con- 
ditions can be only partially fulfilled. How- 
ever, in either case the shareholding would be 
good unless and until it is avoided by the 
infant or someone claiming through him. The 
infant could repudiate the share on reaching 
the age of 21 or within a reasonable time 
afterwards, but if he does repudiate he would 
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generally be required to return any benefits 
which he has received. 


Another aspect to be considered is that if 
shares are taken up by a child in his own right 
they are his and the income is his to handle 
as he wishes. 


If shares are sold to a trust the trustee can 
be given power to accumulate the income dur- 
ing the minority of the beneficiary and to re- 
settle the capital assets if this should become 
desirable. Apart from the advantages of flexi- 
bility these contingencies can have a salutary 
influence on the child’s behaviour. In most 
cases it is probably easier for the parent to 
control the trustee than to control the child. 


Combination of Company and Partnership 


Where the business concerned is that of a 
grazier, for instance, the maximum tax benefit 
may be obtained if a company and a partner- 
ship are combined to get the best of each. 


The company can become the owner of the 
land. Trustees for the children can be the main 
shareholders. To avoid company taxation the 
business can be carried on by a stock partner- 
ship consisting of the parents and trustees for 
the children. In a case like this it would 
probably be extremely difficult to find any in- 
dividual person who would be prepared to take 
on the liabilities of a partner in a business run 
by someone else, especially when he either has 
no control over that person or very little. This 
is where the small private company can be used 
as trustee. 


Beneficiaries Can Still Remain Dependent 
Children 


If the children are not presently entitled to 
the income of the trust they will be dependent 
on their parents, who will be able to claim 
the dependent child deduction under S.82B. 
In any case whether or not the child is entitled 
to income the parent would be able to claim 
medical, educational expenses and life assur- 
ance premiums within the limitations set by 
the Act. 


If advancements made to the child in the 
exercise of the trustee’s discretion come to 
more than £52 in any one income year, the 
S.82B deduction allowable to the parent would 
be diminished and would disappear altogether 
if the advances exceeded £97/10/- in the case 
of the eldest child under 16 or the student child 
and £84/10/- in the case of any other child 
under 16. 


Life Assurance Premiums 


A trust estate as such cannot get concessional 
deductions. If it become advisable to take out 
a life policy for the beneficiary this should 
be effected in his name and be his property. 
The trustee in the exercise of his discretion 
should then make an advance to the beneficiary 
to enable him to meet the premiums. If the 
income of a trust were say £1,000 and £100 
were advanced to the beneficiary to pay the 
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premiums the effect would be that the trustce 
would be assessable on only £900. Although 
he would not get a concessional deduction for 
the life policy premium as such he would 
nevertheless have succeeded in reducing the 
trust income by £100 as the beneficiary is 
deemed to be presently entitled to the income 
advanced to him or used for his benefit. As in 
this case the income of the beneficiary is no 
more than the deductible premium he would 
not be taxable at all. 


Trusts for Adults 

Although children are the group who fea- 
ture most prominently in connection with trusts, 
they are not the only ones who benefit from 
them. Trusts can be used to channel income 
to adults either for life or for a limited period. 
They can also be used to accumulate income 
for them. 


TAX PLANNING 


A person called on to say what should be 
done to assist a taxpayer should not make the 
mistake of adopting a precedent which may 
have worked successfully in some other case 
without re-examining it in the light of the 
requirements of the particular situation to be 
dealt with. A plan must be tailor-made for 
each client. It is not possible to draw up a 
scheme to save income tax without taking 
into account the impact of gift duty, stamp 
duty and death duties, and considering what 
is possible of achievement while keeping within 
the law. One might avoid one liability and 
run into another which could be worse. 
Obviously tax planning is an art which requires 
the combined skill, experience and wisdom of 
the legal and accounting professions working 
together. Nor must purely personal factors be 
overlooked. What might work very well with 
one family might fail completely with another 
just on personal grounds. 


There are two very important rules of law 
which prevent settlors from tying up income 
and property indefinitely by setting up trusts. 
These rules are the rule against accumulations 
and the rule against remoteness of vesting 
of interests. 


Rule Against Accumulations 

Legislation of the various States is designed 
to prevent the excessive accumulations and 
usually it will not be possible to settle or dis- 
pose of any property so that the income aris- 
ing will accumulate either wholly or partially 
for any longer period than:— 


(i) the life of the settlor; or 

(ii) 21 years after his death; or 

(iii) the minority of anyone who shall be 
living at the death of the settlor; or 

(iv) the minority of any person who would be 
entitled to receive the trust income if of 
full age. 
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Rule Against Remoteness of Vesting of 
Interests 


This rule is commonly known as the rule 
against perpetuities. It provides that in order 
to be validly created an interest in property, 
if not vested at its creation, must vest, if it 
vests at all, not later than 21 years after the 
end of a life or lives in being when the interest 
was created. Every interest which does not vest 
within this period is void from the beginning. 


If a gift arises under a will the period begins 
at the date of the testator’s death. If the gift 
arises under a deed the period begins on the 
date of the deed. If the gift arises under a 
general power the period begins from the 
date the power is exercised. If the gift arises 
under a special power of appointment the 
period begins from the date the instrument 
creating the power first came inte operation. 


The period allowed by the rule is the life 
of any person who is (or the survivor of a 
number of persons who are) alive (or in 
being) at the moment when the instrument 
creating the interest comes into operation plus 
a period of 21 years from the death of that 
person (or the survivor of those persons). 


The persons whose lives are chosen for the 
purpose of calculating the period need not be 
those taking interests under the trust and may 
be complete strangers to the beneficiaries. 


The rule against accumulations and the rule 
against remoteness of vesting raise issues of 
considerable legal complexity and the details 
do not concern us here, but the rules are 
mentioned to emphasise important factors 
which must be borne in mind when planning 
to minimise both income tax and death duties 
by means of trusts. 


Revocable Trusts 


_ Unfortunately it is not possible to alter the 
incidence of income tax by creating a trust 
for someone else while reserving a power to 
one’s self to alter it or revoke it in such a way 
as to gain a beneficial interest at some appro- 
priate time either in the income or in the trust 
property. S.102 (1) (a) is designed to prevent 
avoidance in this way. 


_If the document establishing the trust pro- 
vides that the income or the capital is to 
revert to the settlor at the expiration of a 
given period or on the happening of a specified 
event that provision standing alone would not 
be sufficient of itself to bring the trust within 
the scope of S.102 (1) (a) of the Income Tax 
Assessment Act. But such powers of resettle- 
ment reserved to the original settlor would 
bring the property back into his dutiable estate 
for death duty purposes. 


The trust is caught for income tax purposes 
only when the settlor has power to revoke or 
alter it for his own benefit. 


To be safe from an attack launched under 
S.102 (1) (a) a trust must be irrevocable but 
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the settlor could reserve the right:to alter the 
interests of other beneficiaries provided that it 
was not possible for him to benefit himself. 


Of course it could be quite within the bounds 
of possibility for action to be taken outside the 
framework of the trust which would have the 
effect of disintegrating the trust funds thereby 
enabling the settlor to recapture the assets. 
The existence of a state of affairs which could 
lead to this situation would not of itself bring 
the settlement within the scope of S.102 (1) 
(a). For example a person might set up a 
trust to invest in a private company of which 
he is the governing director. The trust might 
be for the benefit of some other person and be 
irrevocable. However, by bringing about the 
winding up of a company the settlor might be 
in a position to acquire all the trust funds 
for himself if his own shares carried special 
rights in liquidation. 


In an English case involving circumstances 
like this it was held that although the settlor 
could bring about the liquidation of the com- 
pany whenever he wanted to and thus put an 
end to the trust funds and repossess them, 
the power of revocation did not,exist in the 
actual documents of settlement. (Jenkins v. 
I. R. Commrs. (1944) 2 All E.R. °491.) 


DECEASED ESTATES 
Income of Deceased Received After Death 


S.101A of the Income Tax Assessment Act 
sets out the procedure for dealing with any 
amounts collected by the trustee which would 
have been income in the hands of the deceased 
if they had been receivd by him in his life- 
time. These amounts are to be included in 
the assessable income of the trust estate in 
the year in which they come in and are deemed 
to be income to which no beneficiary is pres- 
ently entitled. It is this section which ensures 
that the income of professional men, doctors, 
lawyers, accountants and so on, earned before 
death and collected afterwards, will be assessed. 
If there were no specific statutory provision 
these receipts would be regarded as being of a 
capital nature and would not be taxable. 


It is considered that S.101A applies only to 
income coming into the hands of the trustee 
which can be traced back to some act or opera- 
tion on the part of the deceased. 


The Board of Review has held that the 
section does not cover receipts flowing from 
transactions entered into and carried out in 
their entirety by the trustee of the deceased 
estate. 


There are some receipts which are treated 
as capital in the hands of the trustee even 
though they would have been income in the 
hands of the deceased. For example the profit 
arising on the sale of depreciated assets or the 
profit on the sale of an asset acquired by the 
deceased for the purpose of resale at a profit. 
A case which went before a Board of Review 
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in 1955 dealt with the subject of depreciated 
assets. (5 C.T.B.R. (N.S.) Case 89). 


A deceased taxpayer had been allowed 
depreciation amounting to £232 on certain 
equipment. The executrix of the estate sold 
the plant shortly after the testator’s death for 
more than the original cost. While the plant 
was held by the estate no depreciation was 
claimed or allowed on it. 


In assessing the trust estate the Commis- 
sioner included the £232 as assessable income 
under S.99. Upholding the trustee’s objection 
the Board of Review held that recouped 
depreciation assessable under S.59(2) was 
limited to the sum of the depreciation actually 
allowed or allowable to the taxpayer who made 
the disposal. Further that S.101A did not 
operate to include in the assessable income 
of the estate any part of the price received 
on the sale of the plant. It was in this case 
that the Board made the point that S.101A 
does not extend to incomings resulting from 
transactions entered into and carried out in 
their entirety by the trustees of deceased 
estates. 


Another Board of Review case decided in 
1955 dealt with the sale of an asset which the 
deceased had acquired for the purpose of 
profit making by sale. (5 C.T.B.R. (N.S.) Case 
73). This case concerned a transaction which 
was commenced by the deceased in 1923 in 
conjunction with two other persons and which 
was brought to fruition after his death in 1948. 
A syndicate of three had been engaged in buy- 
ing and selling land. One member died in 1930 
and the second in 1948 when the syndicate still 
had interests in three subdivided properties. 
The trustees of the person who died in 1948 
indicated to the sole surviving member that 
the land and should be realised as quickly as 
possible. All the arrangements were made b 
the surviving member and by 1953 all the 
blocks were sold. The Commissioner taxed 
the trustees on their share of the profit. 


It‘ was held that these receipts were not 
taxable. The trustees had not carried on any 
business in conjunction with the survivor. 
They had merely stood on their rights to have 
the affairs of the partnership wound up and 
the share of the testator paid out to them. 


TRUST ACCOUNTING v. 
TAX ACCOUNTING 


It may often happen that the net profit 
arrived at by the application of trust account- 
ing principles is less than the net income for 
tax purposes. Problems of this kind arise 
frequently in deceased estates which have 
pastoral assets. In these cases a beneficiary 
may be called upon to pay tax on a much 
higher income than he will ever receive or 
benefit from. 


A case which went to the Board of Review 
in' 1954 is typical of ‘the sort of thing which 
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can happen and does happen quite frequently 
with grazing properties particularly. (5 
C.T.B.R. (N.S.) Case 8.) In this case the trust 
accounts of a grazing property showed a net 
profit of £30,088 after charging an annuity of 
£50. The net income for tax purposes however 
was £35,550. 


The difference between the net profit for the 
trust accounts and the net income for tax 
purposes was mainly due to variations in 
livestock values and the disallowance for tax 
purposes of certain expenditure incurred by 
the trustee. 


The beneficiary whose case was before the 
Board was presently entitled to two-ninths of 
the income from the residuary trust funds 
after providing for the annuity. Her share 
for the year was thus £6,686 but she was 
called upon to pay income tax on an income 
of £7,900 as that was the net income for tax 
purposes. 


Where the persons entitled to the income 
and the capital are one and the same there is 
no more difficulty than in the case of any 
other taxpayer who finds that his idea of his 
net profit is considerably less than the sum on 
which he is taxed. However where the persons 
entitled to the remainder are not the same as 
those entitled to the income and the trustees 
are concerned to hold the balance evenly 
between the groups, serious anomalies and 
even hardship can arise. 


It is the practice of the Commissioner of 
Taxation, a practice confirmed by the Board's 
decision in the case mentioned, to assess the 
life tenant each year on the net taxable income 
as determined for tax purposes even when this 
is more than the income produced by the 
application of trust accounting principles. It 
could be that in many cases problems could 
be avoided by more realistic trust accounting 
procedures particularly where livestock are 
concerned. 


Although the amount of the income which 
is to bear tax in someone’s hands must be 
calculated according to the principles of the 
Income Tax Assessment Act the apportion- 
ment of that income between life tenant and 
the remaindermen is determined by the trustee 


Where the net taxable income is more than 
the net profit for trust accounting purposes it 
would be fairer if the life tenant were taxed 
on the net income credited to him in the trust 
accounts, leaving the trustee to bear the tax 
on any taxable income in excess of trust 
account income on the grounds that this can 
only be income to which no beneficiary is 
presently entitled. 


Although this may be a more equitable 
approach it is not the current practice of the 
Commissioner of Taxation, which no doubt 
will remain unchanged unless and until a case 
is taken to the High Court and the issue is 
decided otherwise. 
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Financial Notes 
By R. F. ARTHUR, 4.a.s.A. 


Heo should public companies raise 
share capital? The question, once 
a straight-forward one, has now become 
extremely complex. Not only has the 
range of new types of share issues grown 
but, now, there is the question of what 
is the right and proper thing to do from 
the point of view of the shareholder. 


Not so long ago, a company which 
sought ordinary share capital offered, as 
a matter of course, new shares to share- 
holders at par. Some companies, with 
high share market values, added a pre- 
mium — but not one that would bring the 
issue price too close to the share market 
value. This was an integral part of the 
Australian company set-up. The com- 
panies that investors considered had 
growth potential, and which also made a 
practice of making regular share issues 
to shareholders at par, were greatly 
favoured. Companies in this category 
were so priced that the immediate income 
yield was scarcely worth considering. 


Lately, however, some of the com- 
panies in this favoured category have 
taken up the practice, popular overseas, 
of issuing new shares to clients of a 
broking house at a price pitched close 
to the market. 


Yet, even with this there has been a 
sort of twinge of conscience. There are 
examples of boards of directors, in such 
circumstances, telling shareholders that 
such action was taken for a specific 
purpose, or that there would be some 
compensation for shareholders in the 
form of a bonus share issue promised for 
a future date. 


The argument has been raised, with 
some merit, that such action is little dif- 
ferent from the readily accepted practice 
of a company issuing shares, with their 
market premium well considered, to effect 
take-overs of other companies. It can 
also be argued that the company that 
expands in this way would be far better 
off than a competitor which, say, ex- 
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panded in the traditional way of making 
par issues to shareholders. Furthermore, 
the point can be made that shareholders 
in a company must benefit eventually 
from a form of capital raising that 
benefits the company. 

However, whatever the feelings of what 
is correct shareholder-relations, the point 
which has been made in recent months 
is that this is a period of change. It is 
a time of new ideas from which we will 
probably move into a style of share 
raising entirely different from the past. 


+ 2 + 


NE new idea that is being well con- 
sidered is that of issuing new shares 
at a substantial premium. The premium 
asked would not be the “usual” say, 5/- 
or 10/- on a £1 share but one much 
higher, if this was practical having regard 
to the market price of the shares. 
The price, however, would not be one 
nudging the market price, as is frequently 
the case with shares placed through a 
broking house. The issue price would 
be one that would give the rights to take 
up the new shares some value. The new 
shares would be offered to shareholders 
in proportion to their holdings and the 
issue probably would be underwritten. 
Australians saw a practical example of 
this system recently when the London- 
based Consolidated Zinc Corporation 
made an issue in this way. 


The general idea following this type 
of issue would be to make a bonus issue 
of shares when the earning capacity of 
the company had benefited from the 
additional capital employed. Investors 
generally, would prefer the immediate 
benefit of a share issue at par to one in 
this way with the promise implied of a 
bonus issue later on. However, the 
new trend is under way. 

Another school, differing from the 
high premium idea, favours a “deferred” 
share issue. The new kind of deferred 
share is not the share that ranks behind 
all other shares in dividend and return 
of capital; not the kind that was once 
commonly taken by promoters of a com- 
pany. The new deferred share is one 
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that bears no dividend entitlement for a 
certain period. 


There have been two such issues in 
Sydney up to the date of going to press. 
These shares have the same rights as the 
other ordinary shares as to return of 
capital, etc., the only difference being 
that these shares do not begin to accrue 
dividends for some time, two years or 
so for instance. Such issues have been 
well received although this is probably 
due to a very large extent to the ex- 
tremely high state of the share market 
generally. It is possible that this type 
of share issue would not have been 
possible a few years ago. 


Supporters of this kind of issue tell of 
the cbvious advantage — the deferment 
of dividends on the new shares until such 
time as the company has benefited from 
the additional capital employed and could 
afford to give shareholders an adequate 
return on their investment. This school 
of thought is critical of the high premium 
idea on the score that, by charging a 
premium on shares, the company is, in 
reality, asking the shareholder to pay in 
advance for the dividends he will receive 
from such investment over a period of 
years. Furthermore, it is said that when 
the dividends are paid, the Taxation 
Commissioner receives his share and that 
to this extent the full return to the share- 
holder of his premiums paid are delayed. 


* + + 


HE practical advantage, in the general 

sense, of these new ideas in the 
raising of ordinary share capital lies in 
the possibility of influencing a movement 
back to share issues, and away from the 
now very numerous note and debenture 
capital raisings. 

The taxation advantage of paying 
interest on notes out of profits, rather 
than dividends on shares after profit has 
been struck, has been particularly well 
appreciated, particularly in these days 
when the public is perfectly willing to 
subscribe this type of capital. There is 
a real danger, however, that the continu- 
ance of this trend could accentuate the 
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already felt shortage of share scrip on 
the various Stock Exchanges, apart from 
any ideas of the danger of forcing an 
unhealthy emphasis on loan money rather 
than equity capital. 

The trend is readily apparent from 
an examination of statistics of capital 
raisings by listed companies compiled by 
the Commonwealth Statistician. Here 
are the proportions of share and other 
type (debentures, notes and deposits) 
capital in total raisings since 1954-55:— 


Year ended Share Other 
June 30 capital type 
% 0 
1955 68.5 31.5 
1956 54.2 45.8 
1957 45.8 54.2 
1958 33.2 68.8 
1959 25.5 74.5 


It must be appreciated that much of 
the trend towards “other type” capital 
could be attributed to the finance com- 
panies. These companies for the most 
part have turned away from bank over- 
draft finance to direct capital raising 
of their own. Nevertheless, the trend 
towards fixed interest type capital is 
fairly common to all categories. 


It seems that if the investing public 
is to see a desirable return to equity 
financing then it will probably have to 
accept new ways of issuing share capital 
that, on the surface, compare less favour- 
ably with the old highly regarded share 
issues at par. 


* * + 


ERE has been further tangible 
evidence of the trend away from the 
traditional share issues at par in a 
number of company announcements 
seeking to change Articles of Associ- 
ation. Also, the moves are a tangible 
recognition of the now common means 
of expansion by company take-overs and 
the use of shares and share premiums 
to effect them. 


Over the past month a number of 
companies have sought shareholder ap- 
proval to alteration of Articles which 
restrict share issues being made only 
pro rata to shareholders. The common 
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reason given is that the board feels that 
it might be advantageous to have the 
power to make issues on special terms. 

The Colonial Sugar Refining Co. Ltd., 
gave the lead on this a couple of months 
ago. It stated that it still recognised the 
policy of issues to shareholders but never- 
theless sought the power to expand by the 
use of issuing shares at a premium to 
effect take-overs. 

Since then, a number of companies 
have followed the example. The feeling 
is that there will be many more in the 
not too distant future. 

With Colonial Sugar, the announce- 
ment was a curtain raiser to an extensive 
policy of expansion. With some of the 
others the move might not herald any 
immediate action, being merely a pre- 
caution in case something eventuates. 


* ? * 


ET, even though there might be an 

acceptance of the coming of some- 
thing approaching a new era in company 
financing, it seems most desirable for 
directors to give their shareholders some 
insight into company policy. 

It certainly is not good shareholder 
relations for a company which has, for 





most of its life, made, say, share issues 
at par, to announce suddenly a share 
placement with non-shareholders, and 
thereafter leave shareholders in doubt as 
to whether this new idea is to be firm 
policy or merely an isolated instance 
introduced for a specific purpose. 
Some companies are now beginning to 
put shareholders in the picture. A Sydney 
company, Concrete Industries (Au-Li.) 
Ltd., told shareholders last month that 
it pursued a policy of obtaining funds 
for expansion from shareholders and 
that it had avoided fixed interest issues. 
Another Sydney company went much 
further. This company, Electrical Equip- 
ment of Australia Ltd., informed share- 
holders exactly where they stood in many 
facets of the company policy. The 
chairman told the annual meeting last 
month that the board felt that sharehold- 
ers were entitled to know the general 
policy of their elected representatives. 
He proceeded then to deal with many 
angles of general interest to shareholders. 
These included the board policy on 
depreciation, diversification, method of 
raising share capital, and expansion. 
The statement was a model for good 
company practice. 





PRODUCTIVITY GROUPS 


FPREQUENT references to the need to 

increase the productivity of Australian 
industries stress the impetus this would give 
to the export industries, with resultant im- 
provement of the Australian balance of pay- 
ments and to standards of living. 

Australia has been rather slower to recog- 
nise the possibilities of advance based on a 
mutual discussion of ways and means by those 
in industry and commerce. Much that could 
be done to remedy this is indicated in a book- 
let entitled “Productivity Groups”, recently 
issued by the Commonwealth Department of 
Labour and National Service. In this publi- 
cation, after an explanation of what a “Pro- 
ductivity Group” is, and, indeed of what is to 
be understood by the term “productivity”, it 
is indicated that existing groups have concerned 
themselves with a very wide range of subjects, 
which are listed. Their activities result in 


benefits to the members as a group, to indi- 
viduals and to the community as a whole. 
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The booklet provides a clear guide to the 
method of starting a group, and to the way in 
which such a group works —the Industrial 
Services Division of the Department is indi- 
cated as a point through which contact may 
be made with existing groups — and mentions 
the status of members composing certain 
groups. A good point is made by the remark 
that “while none of the existing groups yet 
counts among its members representatives of 
the trade union movement, there is every reason 
for thinking that the work of groups could 
often be enriched by their participation... ” 
This seems highly desirable and would accord 
with the practice of the Local Productivity 
Committees of the United Kingdom. 


The appearance of this booklet ensures that 
information on the subject is readily available 
to anyone interested, and to such persons 
the Department’s quarterly Personal Practice 
Bulletin would also have a direct appeal. 





689 








Elements of Farm Management Accounting 


Part II of a paper presented by C. A. MALLYON, F.A.S.A. at 
the first Convention of the Albury (N.S.W.) District Group of 
the Society held in May last. 


PRESENTATION OF ACCOUNTS 


Farmers generally are unskilled in the 
study of accounting statements. There- 
fore, a plea is made that accounts pre- 
sented to them should be as simple as 
possible. 

For this reason, it is suggested that 
the farmer be presented with a sum- 
marised form of balance sheet and profit 
and loss account. These will give him a 
bird’s eye view of his financial position 
and of his operating results. 

A farmer likes a spade to be called 
a spade. He knows what “Buildings and 
Improvements” means; if we set a value 
of £16,421 on it, he is quite prepared to 
accept that valuation. 

But if, in the balance sheet as at 30 
June, 1958, we set out the “Buildings 
and Improvements” Account—and each 
of the other accounts—as shown in Fig. 
4, few farmers would bother to give it 
proper study. 

FIG. 4 
BUILDINGS AND IMPROVEMENTS— 
As per Valuer-General’s valuation £16,300 


Add Additions during year 985 
17,285 
Less Depreciation .... .... .... 864 
£16,421 


If it were considered necessary, a 
detailed Balance Sheet and Profit and 
Loss Account could be attached as a 
supplement to the summary accounts. 
Or the necessary details could be ap- 
pended separately in the form of 
schedules. The main thing is that the 
principal facts to be brought to the 
attention of the farmer should not be 
cluttered up with unnecessary accounting 
detail. 

In the analysis of the accounts pre- 
sented to the farmer, the accountant 
wants to draw attention to leading facts. 
Therefore the accountant must give the 
farmer something he can understand. No 
matter how careful our presentation of 
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accounts and how thorough our analysis 
of those accounts may be, the business 
decisions are made by the farmer. Thus, 
it is our duty to give the farmer his facts 
in a form from which he can make valid 
decisions. 

Form of Accounts 

It is suggested that the accounts be 
presented in vertical form which makes 
it easier to follow the detail than when 
the accounts are presented on two sides 
of a form. 

Since detail is cut to a minimum, this 
scheme is quite feasible. If details were 
given, requiring anything up to four 
columns to give a full description, this 
would not be possible. 

Further, the vertical presentation is 
admirable where it is desired to supply 
comparative figures and/or percentage 
analysis. 

Livestock Accounts 

The presentation of livestock accounts 
for management purposes is exactly the 
same as that for taxation purposes, ex- 
cept that separate accounts are given for 
stud flocks and herds. Only the method 
of valuing opening and closing stock will 
differ. 

To return to our farmer—A. N. 
Grower—whose balance sheet was pre- 
viously given, we shall now consider the 
presentation of his accounts for the year 
ended 30 June, 1958. The livestock 
accounts would appear as in Fig. 5. 


Profit and Loss Account 


The profit and loss account should be © 


presented in summarised form so that 
the integral portions of the operations 
can be seen at a glance. For example, 
“Stock Expenses” can cover all direct 
expenses in connection with livestock 
enterprises. 

Separate schedules which accompany 
the accounts, will contain the detailed 
accounts which make up the total ap- 
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STUD SHEEP 

t No. No. £ £ 
f On hand—1 July, 1957 .... .... 260 4,420 

Purchases .... ey 3 215 

Natural increase 144 — 

Sales 126 3,028 

Losses NS noes 11 — 
On hand—30 June, 1958 270 4,115 
S Gross Profit 2,508 
: 407 407 £7,143 £7,143 
sani ae 

FLOCK SHEEP 
No. No £ £ 

: On hand—1l July, 1957 sie sacle eat 1,465 5,285 
‘ a 482 — 
5 Sales ; 620 1,494 
! eee 26 52 
Losses Se ae Se nee 57 —_ 

On hand—30 June, 1958 1,244 2,895 
| I og ee ee Tee. tare Cae 844 
1.947 1,947 £5,285 £5,285 
CATTLE 
| No. No £ £ 
On hand—1 July, 1957 62 1,715 
| Purchases : 2 195 

Natural increase 23 — 

Sales ; 29 680 

Losses .... 3 

On hand—30 June, 1958 55 1,225 

Gross Loss 5 

87 87 £1,910 £1,910 








pearing under main profit and loss head- 
ings of expenses, thus simplifying analysis 
of the profit and loss account. 

As pointed out earlier, sales of farm 
produce should be recorded in gross. 
This will remove distortions caused by 
differences in size of sales expense de- 
ductions. It will allow for truer contrast 
of market prices received between various 
periods. Further, it allows for better 
comparison of results between different 
farms. 

Differences in inventories of fodder on 
hand might best be recorded on the in- 
come side of the profit and loss account. 
If the inventory has increased, it can be 
shown as a separate income item. If the 
inventory has decreased, the amount can 
be deducted from the gross income of 
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livestock. This is based on the supposition 
that that income has arisen from the 
consumption of the fodder. 

Alternatively, the cost of fodder con- 
sumed by livestock during the year can 
be determined from information on the 
schedules supplied by the farmer. The 
cost of fodder thus determined will be 
deducted from livestock incomes for the 
same reason as given above. 

The gross profit made on each of the 
crops concerned will then be shown as 
income. Net profit for the year will re- 
main unchanged. But it will more cor- 
rectly show the results accruing from the 
different enterprises. After all, fodder is 
only fed to livestock in the hope that a 
greater return will be obtained in this 
way when sold in their natural state. 
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On hand—1 July, 1957 
Produced for year 


ee , 
On hand—30 June, 1958 
Consumed by livestock 


Gross Profit 


As an example, let us consider lucerne 
hay production on the farm of A. N. 
Grower (Fig. 6). Fodder used is valued 
at average farm price for the year. 

In this example, £3,400 will form part 
of the fodder costs deducted from income 
from livestock and livestock products. 
The gross profit of £3,447 is brought in 
as income. 
































Tons £ Tons £ 

300 2,625 
62 ome 

15 320 

147 2,352 

362 £2,625 162 £2,672 

200 3,400 

362 £2,625 362 £6,072 
3,447 

362 £6,072 362 £6,072 














If feeding charges are brought into 
account in this manner, a charge should 
also be made for grazing. This can be 
done at a nominal amount—say 20/- per 
acre per year—or at the usual agistment 
rates existing in a particular area. Since 
the land and its resources are the basis of 
all farm incomes, this method will give 
truer results than any other way. 


FIG. 7 


A. N. GROWER—FARMER 
Profit and Loss Statement for the year ended 30 June, 1958. 


Gross Profit from stud sheep 
Less Gross loss from flock sheep 
” - » » Cattle 


Sale of wool, skins and hides .... 


Less Reduction in fodder stocks ee 


Sale of Wheat .... .... 


OT ee i ie ee 
Hay Cg Se Ce Re eee a 5 eer 


LESS OPERATING EXPENSES— 


Wages Py gets sepa mee 


Stock expenses .... .... .... 
Crop expenses . 

Plant expenses 

Vehicle expenses 

Sundry expenses 


LESS FIXED EXPENSES— 
Buildings and improvements .... . 


Interest dN Ses gL ac Ns a 


Depreciation nt Buildings 
Plant and vehicles 


NET PROFIT for the year . 
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£ £ £ 
2508 
844 
SS 849 
1659 
2662 
4321 
290 
4031 
1441 
162 
320 1923 
5954 
938 
1201 
1070 
318 
214 
152 
3893 
261 
167 
864 
371 
1663 5556 
£398 
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For reasons of simplicity, this method 
will not be used in the example that 
follows. However, its value is worth 
emphasing. 

On the cost aspect of the account, 
costs should be broadly divided into 
operating and fixed expenses. Operating 
expenses are those attributable to the 
production and selling functions of the 
farm. Fixed expenses are those which 
arise because of the existence of the farm 
or because of the financial position of 
the farmer. 

Such a profit and loss account would 
appear as in Fig. 7. 

This profit and loss account highlights 
the main activities of the farm. It does 
not obscure those activities under a mass 
of details. It is clear enough even for 
a farmer untrained in account reading to 
follow. 

It shows the sources of the farm 
revenues and their division into live- 
stock and crops. It shows the main 
divisions of operating expenses involved 
in obtaining that revenue. It shows how 
much of each of these divisions of ex- 
penses were needed. It shows the amount 
of expenses of a fixed or financial nature 
which were needed during the year. 

Some text-book writers treat depre- 
ciation of plant and vehicles as an opera- 
ting expense. This is done under the 
argument that those items are used up 
in the production of the revenues. Al- 
though this argument has much to re- 
commend it, it also contains a fallacy. 

The machinery and vehicles would 
depreciate even if they were not used 
during the year. Thus, even though their 
main purpose is to aid in earning 
revenues, they need not necessarily have 
done so. Therefore, it is considered that, 
to avoid involved use calculations, they 
be treated as fixed expenses. 


Balance Sheet 


Farm balance sheets should be pre- 
sented in the vertical style with the first 
presentation in summary form. 

The absence of detail encourages the 
farmer to read and understand the 
balance sheet. The less headaches we 


give the farmer in his accounts, the more 
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likely he is to take notice of the figures 
presented. He is not interested in how 
we arrive at the figures. He wants to 
know what the figures are and what they 
mean. 

As a refinement on the balance sheet 
previously given, assets can be divided 
into three categories: Those assets 
which contribute directly to the earning 
of revenues; assets which merely aid the 
earning of revenue; such assets as can be 
converted into farm assets. Should the 
farmer have outside financial interests, 
such as shares in companies, these would 
form a fourth class of asset distinct from 
his farm resources. 

Livestock, fodder on hand and the 
farm lands themselves are the assets 
which contribute directly toward farm 
revenues. 

Buildings and other improvements, the 
machinery and vehicles used are assets 
regarded as aids to production. 

The third category of assets (equivalent 
more or less to liquid assets) include cash 
in the bank, sundry debtors, wool unsold, 
etc. They represent financial resources 
available for use on the farm. A 
suggested form of balance sheet is shown 
in Figure 8. 

FIG. 8 

A. N. GROWER—FARMER 

Balance Sheet as at 30 June, 1958. 


Assets— £ 
Buildings and Improvements 16,421 
Plant and vehicles 2,900 
19,321 
Freehold land 19,800 
Stud sheep: 270 4,115 
Flock sheep: 1,241 2,895 
Cattle: 55 a 1,225 
Fodder on hand 2,684 
50,040 
Sundry debtors, etc. 3,337 
£53,377 

Liabilities and Capital— £ 
Bank Overdraft 1,603 
Stock agent current account 89 
Sundry Creditors 165 
1,857 
Capital 51,520 
£53,377 
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Comparative Accounts 


Comparative accounts will reveal 
structural movements which are of value 
in controlling the business. Especially 
is this so if the figures are accompanied 
by percentages. Tendencies which can 
prove harmful to the operations of the 
farm can be noted and corrective action 
taken. 

For example, if certain farm expenses 
have risen considerably without any 
corresponding increase in revenues the 
comparative accounts will reveal this 
movement. If the results have fallen 
short of what was expected because of 
seasonal conditions, there is little the 
farmer can do about it. But if the 
position has arisen through faulty farm 
practices, the remedy is in the farmer’s 
control. 

In a similar manner, the effects of 
certain farm investments are clearly 
delineated. If there is an _ over- 
investment in buildings or machinery in 
relation to the farm as a whole, this 
wil be quickly detected on the com- 
parative balance sheet. Unless certain 
funds are available for further investment 
in income-producing assets, this position 
may be difficult to overcome. But at 
least the position will be disclosed. 


An example of a comparative balance 
sheet, is shown in Fig. 9. 


Such accounts are basically necessary 
in analysing the financial aspects of the 
farm. But they can also form an integral 
part of the main presentation of accounts. 
They give the farmer a good bird’s eye 
view of the trend of his business. 


Schedules to Profit and Loss Account 


Schedules should be prepared showing 
how the items shown in the final accounts 
are determined, especially in the profit 
and loss account. Only by listing the 
items making up the various headings of 
expense, comparing them against results, 
and contrasting them against other years 
or other farms, can management in its 
different phases be judged. 


Only by listing the crops and live- 
stock products obtained, by showing the 
physical units from which they were 
achieved, have we a basis for determining 
whether the income is as high as it 
should be. 


Generally little purpose is served by 
making comparisons with previous years, 
particularly with income items, since 
market fluctuations are far too flexible. 


FIG. 9 
A. N. GROWER—FARMER 
Comparative Balance Sheets as at 30 June, 1957 and 1958. 






























































ASSETS 
1958 1957 
% £ % 
Improvements . 16,421 30.8 16,300 28.1 
Plant and vehicles 2,900 5.4 3,271 5.6 
19,321 36.2 19,571 33.7 
Freehold land 19,800 37.3 19,800 34.1 
al SR ere 8,235 15.3 11,420 19.7 
Fodder 2,684 5.0 2,940 5.1 
50,040 93.8 53,731 92.6 
Receipts accrued 3,337 6.2 4,320 7.4 
£53,377 100.0 £58,051 100.0 
LIABILITIES AND CAPITAL 
Outside liabilities 1,857 3.5 4,931 8.5 
Capital 51,520 96.5 53,120 91.5 
£53,377 100.0 £58,051 100.0 
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Even on the expense side, direct com- 
parison is of little value. 


The income schedules may be set out 
as illustrated in Fig. 10. 


FIG. 10 
WOOL 
No. of sheep shorn 1,542 
Total weight of wool (ibs.) 12,646 
Gross value of wool £2,584 
Average price per Ib. 49d. 
CROPS 
Type Acreage Production 
Used 
Wheat 112 2,291 bush. 
Oats 64 1,261 bush. 
Lucerne hay _— — 62 tons. 
216 


The various expense headings can then 
be dissected. For example, “Stock 
Expenses” can be scheduled as shown 
in Fig. 11. 





FIG. 11 
Shearing £311 
Woolpacks 44 
Selling charges— 
Sheep 210 
Cattle 37 
Wool 216 
Cartage— 
Sheep 114 
Cattle . 42 
Wool 98 
Dips, drenches and vaccines 91 
Stud stock expenses 38 
£1,201 





Schedule of Balance Sheet Items 


From a farm management point of 
view, the scheduling of balance sheet 
items is not nearly so important. 
Provided the valuations are made on a 
sound basis, and the items are listed to 
bring out the salient features of the 
financial structure, farm management 
can get all the information required. 


However, where the accounts have to 
come before outside interests — for 


example, a bank manager — all relevant 
details are essential to enable him to make 
his decision from a proper basis. 

As far as the summary balance sheet 
“capital” 


is concerned, the account 
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As an example of a_ schedule 
for “Buildings and Improvements”, 
attention is drawn to the section dealing 
with “Presentation of Accounts”. Where 
such an account is elaborated to include 
revaluation consequent upon a further 
Valuer-General’s valuation, the layout is 
illustrated in the September, 1958 issue 
of The Australian Accountant at page 
433. 





Average per 


acre for Quantity Gross Value 
district Sold £ 
20.46 bush. 2,230 bush. 1,441 
19.70 bush. 600 bush. 162 
1.55 tons. 15S tons. _—_—:320 
£1,923 


represents a reasonable approximation of 
the farmer’s present net worth. However, 
this account may in reality consist of a 
series of subsidiary accounts. 

The main account will show the 
opening balance, plus or minus the net 
profit or loss, less personal drawings 
and income tax. 

However, even for farmers who are 
sole proprietors, this account will quite 
often be supported by Reserve Accounts 
or offset by a Premium Account. 
Although the various assets are shown 
on the balance sheet at realistic values, 
it can prove valuable to preserve the 
write up or write down in values in 
accounts separate from the capital 
account. 

Prior to the installation of the 
farm management accounting system, 
A. N. Grower’s capital account stood at 
£21,864. On inaugurating the system, 
the capital account would be adjusted as 
shown in Fig. 12. 

FIG. 12 
CAPITAL ACCOUNT 


As at 30 June, 1957 £21,864 
Add 

Adjustment to livestock values 9,122 

Adjustment in wool values 4,100 

Fodder inventory ___2,940 

£38,026 

Less Sundry creditors 170 


£37,856 
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Variations in the value of land and 
improvements should be shown in an 
account separate from the _ general 
capital account. If the Valuer-General’s 
value exceeds the cost value, the increase 


will be reflected in a “Reserve on 
Revaluation” Account. If that value is 
lower than the cost value, the decrease 
will be reflected in a “Premium on 
Purchase” Account. 

In the instance of the accounts under 
consideration, the Valuer-General’s value 
exceeds the value shown in A. N. 
Grower’s ledger. Thus, the ledger 
account would appear as under:— 
RESERVE ON REVALUATION 
Difference on valuation— 

Land and improvements £15,264 

The total of these two accounts is 
£53,120. This is the value shown for 
“Capital” on the opening summary 
balance sheet under the new system. 

Where a partnership exists, for 
summary balance sheet purposes, it is 
suggested that only the single figure for 
capital be shown. After all, the main 
purpose of this balance sheet is to assist 
management. The division as between 
partners will be shown in_ the 
accompanying schedule. 


Taxation Accounts 
If the new system of accounts is 





properly organised, the derivation of the 
necessary taxation accounts from it will 
be a simple matter. By using the 
opening “Average cost price” for each 
class of livestock, separate taxation live- 
stock accounts can be quickly prepared. 
By using the previous year’s depreciation 
schedule as a basis, the current one 
involves no difficulty. By means of 
clearing accounts, Section 75 items are 
isolated. 


Using the previous example, and the 
average cost price at 30 June, 1957, 
the livestock accounts would appear as in 
Fig. 13. 


From the depreciation schedule, it will 
be assumed that the total depreciation 
amounted to £1,370. Improvements 
for the year included £680 spent on 
new irrigation channels. 


With the above information a profit 
and loss account can now be prepared 
for taxation purposes. This profit and 
loss account would be as in Fig. 14. 


The expenses would have to be set 
out in detail in this account, but the 
principle can be seen clearly from this 
example. What is even more apparent is 
the small number of accounts which have 
to be treated in a different manner to 
those under the farm management 
accounting plan. 

















FIG. 13 
SHEEP ACCOUNT No. No. £ £ 
On hand—1 July, 1957 . 1,725 1,833 
(At average cost ages £ 1/1/3) 
Purchases .... .... . 3 215 
Natural increase 0. 2.. 0. eck cee tees es 626 
se ie Se Ba 746 4,522 
Rations . 26 24 
Losses 68 
On hand—30 June, 1958 1,514 1,400 
(At average cost price 18/6) 
Gross Profit 3,898 
2,354 2,354 £5,946 £5,946 
CATTLE ACCOUNT 
On hand—1 July, 1957 62 465 
(At average cost price £7/10/0) 
Purchases 2 195 
Natural increase 23 
Sales , 29 680 
Losses 3 
On hand—30 June, 1958 55 432 
(At average cost price £7/17/0) 
Gross Profit 452 . 
87 87 £1,112 £1,112 
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Analysis of Accounts 


Analysis of the accounts is the most 
important function of the farm manage- 
ment accounting system. It is the 
culminating point of the year’s work. 


The accounts mean nothing in them- 
selves. The amount of the net profit is 
but of passing interest in isolation. So, 
too is the farmer’s net worth in the 
business. 

Only by making a searching inspection 
of the accounts and of the physical 
aspects of the farm activities do the 
accounts come alive. This analysis shows 
how the various operations of the farm 
are functioning and the strong and weak 
points. It gives definite indicators for 
future planning and shows where im- 
provements need to be made. 


It is intended to give only a brief 
outline of the main points involved in 
the field of analysis because of space 
limitations. 


Financial Analysis 


The balance sheet should be analysed 
so as to exhibit:— 


(a) The trend of the farmer’s net worth 





or capital. This will reflect the 
growth or decline of the business. 

(b) The long-term stability of the 
business — shown by the proportion 
of capital to total resources. 

(c) The short-term stability of the 
business — shown by the proportion 
of current assets to current liabilities. 

(d) The total value of assets in com- 
parison with properties of the same 
size and type in the area. 

(e) The make-up of the various assets 
concerned as percentages of the total 
assets. This will reflect whether the 
investment in the various assets is in 
the right proportion to allow for 
making maximum profits. 


Profit and Loss 


The profit and loss account should be 
examined so as to determine:— 


(a) Whether the net profit is sufficient, 
taking into account the capital, season, 
size and type of property. 

(b) The size of the gross income as 
compared with that of farms of a 
similar size and type in that area. 
Reasonable profits cannot be made if 
gross income is insufficient. 


FIG. 14 
A. N. GROWER—FARMER 
Profit and Loss Statement for the year ended 30 June, 1958. 


Gross profit from— 
Sheep account 
Cattle account . 


Sale of wool, skins and hides 
Sale of— 

Wheat ; 

se a 

Hay 


LESS EXPENSES— 
Wages 
Stock expenses 


Crop expenses . i ae Ba 
Plant expenses . 5 iene capes 


Vehicle expenses .... SRE & eee Tae 
Sundry expenses .... . 

Improvements expense 

Interest . eee 

Irrigation channels 

Depreciation per schedule 


Taxable Profit 
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£3,898 
452 £4,350 





2,662 


1,441 
162 
320 1,923 








£8,935 


938 é 
1,201 
1,070 

318 

214 

152 

261 

167 

680 
1,370 





6,371 





£2,564 









(c) The size of the total expenses in 
comparison with that of similar farms. 
If higher than normal, a detailed 
examination needs to be made. 

(d) If those expenses are abnormal, the 
size may be caused by excessive 
operation expenses or excessive fixed 
expenses caused through over invest- 
ment in fixed assets. 


Non-Financial Analysis 
Non-financial analysis is just as 

important to farm management as is 

financial analysis. Some of the items 
which should be studied are:— 

(a) Crop analysis, to see how the 
average crop yields of the farm 
compare with the average crop yields 
for the district. 


(b) Livestock production analysis, to 
determine whether or not live- 
stock and livestock products are being 
produced comparably with the average 
on other farms in the area. 


(c) An analysis of labour and machinery 
use, to determine whether such factors 
are being used economically. 


This list is far from exhaustive but 
it gives some idea of the modern trend 
of thought on farm analysis. It can be 
seen that the answers to these questions 
are the crux of a farm accounting 
system. That is, to show the farmer 
how to combine his resources of land, 
capital, labour and management in such 
a way as to achieve maximum profits. 





BOOK REVIEW 


Guides to Successful Accounting Practice. 
Edited by Bernard B. Isaacson, C.P.A. 
pp. 162—American Institute of Certified 
Public Accountants, New York. April 
1959. Price $3.50. 


Since 1954, The Journal of Accountancy 
has included as a regular feature a section 
entitled “The Practitioner's Forum”. This has 
been edited since 1957 by Mr. Isaacson. The 
purpose of the column was “to provide a 
convenient medium for practitioners to pool, 
to compare and to share the best fruits of 
their combined experiences”. Guides to Suc- 
cessful Accounting Practice is a selection of 
material which has appeared from time to 
time in the column and which has been ar- 
ranged for publication by Mr. Isaacson. In 
all, nearly fifty contributors of material are 
listed so that many phases of accounting prac- 
tice are covered. Because of the varied nature 
of the book’s contents, the titles of the nine 
sections are worth listing. They are —I. Office 
Procedures; II. Cliant Relations and Special 
Services; III. Management Services; IV. Re- 
ports to Clients; V. Handling Tax Returns and 
Reports; VI. Fees and Billing Practices; VII. 
Partnership and Staff Problems; VIII. Ac- 
counting and Auditing Techniques; and IX. 
Miscellaneous. 

In no case has an attempt been made to 
cover the subject of a particular section ex- 
haustively by means of a thesis developed 
through successive steps. On the contrary each 
section contains a number of brief but usually 
pithy dissertations upon various aspects. For 
example in Section II. — Client Relations and 
Special Services, the first three contributions 
deal with respectively “Getting the Feel of 
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Client’s Affairs”; “A Guide to Utilizing the 
Client’s Staff”; and “Three Questions on Client 
Relations”. 

Although the practical nature of the con- 
tents is undoubted, coming as it has from 
practising accountants who are for the most 
part describing something which they actually 
use or have seen working, many of the 
articles do not seem likely to be of direct 
use to the Australian practitioner. Especially 
is this so in regard to methods for use in 
practitioners’ offices as the amount of “system” 
envisaged in many cases seemed to outstrip by 
far the quantum generally met with and ac- 
cepted in this country. In addition some of 
the techniques described could have no appli- 
cation in Australia because of different con- 
ditions. 

Despite the above drawbacks there is many 
a thought-provoking suggestion, word of 
wisdom or useful idea to be found in this 
publication. Thus the brief article entitled 
“Why Not Be 100 per cent. Candid in Fee 
Arrangements?” stresses the unfortunate as- 
pects of a misunderstanding about fees and 
then goes on to give a brief case study of one 
firm’s approach to avoiding misunderstandings 
of that nature. Another short article “Top 
Auditing Duty: Inspecting Outdoor Facilities” 
puts succinctly two advantages of going to 
have a look at the scene of the client’s activity 
and will make many practitioners who are 
“going to do it when I get time” the more 
anxious to make time to see for themselves. 

Summed up, this is a book worth browsing 
through, not because it can provide the 
sovereign remedy for any given problem, but 
for the bright idea or two which will almost 
certainly reward the reader. 


N. F. STEVENS. 
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Recent Legal Decisions 





Discussed by L. C. VOUMARD, B.A., LL.B 


Is the Container Sold or Hired? 


The case of Beecham Foods Ltd. 
v. North Supplies (Edmonton) Ltd . 
(1959) 1 W.L.R., 643 concerned an 
unsuccessful attempt to obtain an 
injunction to restrain an alleged 
breach of a condition as to resale 
prices. 


By Section 25 of the Restrictive Trade 
Practices Act, 1956 (Eng.), it is provided 
that “where goods are sold by a supplier 
subject to a condition as to the price at 
which those goods may be resold. . . 
that condition may . . . be enforced by 
the supplier against any person not party 
to the sale who subsequently acquires 
the goods with notice of the condition 
as if he had been a party thereto”. 


The plaintiffs were manufacturers of a 
glucose drink which was supplied on 
condition that it be sold only at fixed 
retail prices which were displayed on the 
distributors’ current price list. The fixed 
retail price was shown as 2/6 plus 3d. 
on the bottle, and the price list included 
a statement that the bottles were charged 
at 3/- per dozen refundable, and that 
actual ownership of the bottles did not 
pass to customers, although a charge was 
made for them. The label on the bottles 
showed the price as 2/6, followed by the 
statement “plus 3d. deposit returnable 
on bottle with stopper”. The defendant 
retailer had full notice of the conditions 
as to price, yet on two occasions charged 
a customer 2/7 for a bottle of the drink, 
and the plaintiffs, who contended that the 
statement “2/6 plus 3d. on the bottle”, 
as shown in the price list, was equivalent 
to a fixed retail price of 2/9, thereupon 
sought an injunction against the defend- 
ant. 


The claim failed. The court (Vaisey, 


J.) took the view that the goods which 
were 


sold were the contents of the 
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bottles, for which the defendant had 
charged those two customers 2/6, which 
was the full correct retail price. The 
defendant had not sold the bottles them- 
selves; it had merely lent or hired them 
at a charge of one penny instead of 
threepence. And, as Section 25, quoted 
above, applied only to sales (and not to 
hirings) the dealings with the bottles were 
not within the section. Hence the claim 
failed, and the plaintiffs were not entitled 
to the injunction sought. 


As strengthening his view that the 
bottles containing the drink were never 
themselves sold at all, the judge gave this 
example. “A customer,” he said, “may 
go into a shop, ask for a bottle of ‘Luco- 
zade’ (that was the name of the drink) 
“fill up his own flask from the contents 
and hand back the bottle with its stopper 
across the counter to the shop owner. 
What has he to pay? Surely 2/6. The 
suggestion that he must pay 2/9 and a 
minute or two later ask for 3d. back is 
reducing a very ordinary transaction to 
an absurdity. The moral is that if people 
want to fix prices for retail sales they 
must, in my view, do so in plain, simple 
and sensible and, above all, accurate 
language. Here the price of the ‘Luco- 
zade’ is 2/6, whether the bottle to carry 
it home is hired or not.” 


Capital or Income? 


Re Whitehead’s Will Trusts, 
(1959) 2 All E.R. 497 is a case 
which was concerned with the 
nature of sums distributed by a 
fixed trust to holders of sub-units. 


The facts, briefly, were that a testatrix 
left her residuary estate to her trustees 
on trust for sale and conversion, and to 
hold the net proceeds and the invest- 





699 








ments thereof on trust for certain persons 
in succession. She expressly empowered 
her trustees to retain investments held by 
her at the date of her death. Some of 
the investments so held and retained con- 
sisted of sub-units in fixed investment 
trusts. From time to time the trustees 
under the will of the testatrix received 
distributions in respect of these sub- 
units, these sums being described in the 
counterfoils attached to the relevant 
warrants for payment as “capital”. 


The question which arose was whether 
these sums, when received by the trustees 
under the will, ought to be treated as 
capital payments, thereby swelling the 
corpus of the estate, or whether they 
ought to be regarded as income payments, 
or whether the trustees under the will 
should, in cases of doubt, make enquiries 
as to the source of the so-called capital 
distribution in order to determine its true 
nature. It was held that the latter course 
should be followed. 


The relevant trust deeds relating to the 
fixed investment trusts, after providing 
that all “produce” of the investments, 
whether cash or other property, was to be 
distributed in cash among holders of sub- 
units, went on to require that the trustees 
making the distribution were to distin- 
guish between the amounts payable by 
way of capital and income respectively. 
Pursuant to this they had stated that 
certain sums distributed by them were 
distributions of capital. It was held, 
however, that this kind of thing was not 
binding on the trustees under the will. 
The trustees under the will were bound 
to inquire whether the sums _ received 
were in truth capital (like a bonus share) 
or income (like a dividend paid out of 
capital profits). This, it was admitted, 
might not always be an easy thing to do, 
for the trustees under the will were only 
holders of sub-units — they were not 
shareholders in the companies issuing 
the shares which went to make up the 
investment trust’s portfolio of invest- 
ments, and thus lacked even the facilities 
accorded to shareholders — but still, it 
had to be done. 
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Agent Not Entitled to Commission 


Ackroyd & Sons v. Hasan (1/959) 
2 All E.R. 370 is another border- 
line case in which the question arose 
whether, on the true construction of 
the contract between the vendor of 
a property and the estate agent 
engaged by her, the agent was en- 
titled to be paid commission. 


The vendor had engaged a firm of 
estate agents to sell her interest in certain 
premises on the terms, amongst others, 
that the sale was to be subject to the 
grant of a tenancy of the second floor of 
the premises in question to the vendor's 
husband. A letter to the vendor from 
the agent, confirming the latter’s instruc- 
tions, included the statement that “in the 
event of our introduction of a party pre- 
pared to enter into a contract on the 
above terms or on such other terms to 
which you may assent you will allow us 
commission”. 


The agent introduced a prospective 
purchaser who was prepared to enter 
into a binding contract to purchase the 
vendor’s interest in the property on the 
terms the vendor had communicated to 
the agent, including the granting of a ten- 
ancy of the second floor to the vendor’s 
husband, and thereafter certain negoti- 
ations took place — all of them “subject 
to contract”. After the purchaser had 
signed his part of the contract, but before 
contracts had been exchanged, the vendor 
informed her solicitor that she now 
wanted her husband’s tenancy to include, 
not the second floor alone, but part of 
the first floor as well. The purchaser 
was not prepared to agree to this, and 
the vendor’s insistence on it led, as a 
result, to the negotiations breaking down. 
Thus the sale was never completed. 





Nevertheless, the agent, who, after all, 
had done as much as he could to com- 
plete the sale, claimed to be entitled to 
his commission. However, the action 
brought by him against the vendor failed. 
His commission was expressed to be pay- 
able only on the introduction of “a party 
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prepared to enter into” a contract, and 
this was construed as meaning a party 
“who does enter into a contract to pur- 
chase”. The fact that negotiations broke 
down before contracts were exchanged 
between vendor and purchaser meant 
that the agent had failed to introduce 
such a party. 

As an alternative, however, the com- 
mission was payable if the agent intro- 
duced a party prepared to enter into a 
contract on the terms originally stated 
by the vendor, “or on such other terms 





to which (the vendor) may assent’, and 
the agent argued that the vendor, through 
her solicitor, had “assented” to the terms 
he had included in the contract (and 
which had been signed by the purchaser). 
However, the court took the view that 
this was not an “assent” of the kind 
contemplated by the terms of the arrange- 
ment between the vendor and the agent, 
as the vendor had never agreed to be 
contractually bound by them. On this 
ground, too, therefore, the agent’s claim 
for commission failed. 





BOOK REVIEW 


Business Budgets and Accounts, by Harold C. 
Edey, Reader in Accounting, London 
School of Economics and Political 
Science. Pp. 174. Hutchinson & Co. 
(Publishers) Ltd., London, 1959. 18s. 
sterling net. 


The object of this book, according to the 
author, is to show the relevance of accounting 
methods to the economic and administrative 
problems of business. The author expresses 
the hope that the book will be of value to 
accountants, economists, businessmen and 
others interested in business problems, and 
says it is intended as an introduction to, 
rather than as a treatise on, accounting tech- 
niques and procedures. It describes the bud- 
getary and accounting system of an imaginary, 
but representative, firm—a small manufactur- 
ing business carried on by a limited company 
—and, as the author says, is intended to 
demonstrate principles which have general 
validity rather than technical detail. Mr. Edey 
also stresses the need for studies which relate 
economics and accounting to one another and 
show the application of both to business situa- 
tions. Within the scope thus defined it may 
be said the author has achieved his purpose. 


After an introduction which emphasises the 
importance of budgets and accounts as means 
of implementing and controlling enterprise 
plans, the book describes the construction of 
the annual budget and outlines the various 
stages of budgetary planning, organisation and 
co-ordination. It examines the balance sheet, 
including the conventions of classification and 
valuation, and proceeds to the sales budget 
(illustrating revenue, quantity and quarterly 
budgets) and the production budget (includ- 
ing materials, labour and expense budgets). 
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Four chapters are devoted to production 
budgets, and cover depreciation, standard 
costs, standard cost variances, opportunity 
cost, and methods of allocation of factory 
overhead costs. At this point of the book, it 
may be asked whether Mr. Edey is not cover- 
ing some of the detail he aimed to avoid. 
Selling and distribution cost budgets, the re- 
search and development cost budget, the 
general administration cost budget, the profit 
and loss budget and debtors’ and creditors’ 
budgets are then discussed, and the book con- 
cludes with a consideration of the cash and 
finance budgets. As each of these phases is 
treated, attention is given to (a) budgetary 
preparation, (b) budgetary control, and (c) 
accounting control devices by means of which 
budgetary control is achieved. 


Mr. Edey set out to show how economic 
aims and accounting practice were related 
through the budgetary process; but in the 
attempt to maintain a general rather than a 
detailed approach there are sections on ac- 
counting subjects (e.g., standard cost vari- 
ances) which may require close reading by 
the economist and yet not be fully satisfying 
to the accountant; and conversely with some 
sections on economic subjects (e.g., oppor- 
tunity cost.) 


Nevertheless, businessmen and economists 
should find the book a most useful introduc- 
tion to budgetary and accounting principles, 
whilst accountants and accounting students 
should find both pleasure and stimulus within 
its pages. It is certainly a welcome and re- 
freshing addition to existing literature on its 
subject. 


-W. L. BURKE. 
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NEWS AND NOTES 


Australian Society of 
Accountants 
SOUTH AUSTRALIA 


Insurance Forum 

The State Council is indebted to Messrs. 
E. D. Westwood, C. Trembath and E. W. 
Bonfield for having arranged such an interest- 
ing discussion arising out of the provocative 
title “Are You Insured, or Do You Merely 
Think So?”. Attendance at the lecture, which 
was held at the Public Library lecture room 
on 22 October, was most disappointing as it 
was considered that the subject would have 
had a wide appeal. Those fortunate enough to 
be present gained much useful information and 
knowledge from the subject which is of con- 
siderable importance to members of the pro- 
fession. 
Monthly Luncheon 

The October luncheon was held at the 
South Australian Railways Refreshment Rooms 
on 26 October when the guest speaker was 
Mr. R. M. Rechner, South Australian manager 
of Trans-Australia Airlines. His subject was 
“Modern Trends in Aviation”. Mr. Rechner 
who recently returned from an overseas trip, 


was able to impart some most interesting 
information. 


Presentation of Certificates 

The State president, Mr. L. H. Duncan, 
presided at an informal gathering at the Burn- 
side Town Hall on 12 November when certifi- 
cates were presented to those members ad- 
mitted and advanced in status since May of 
this year. 

Following the presentation of certificates, 
some excellent films were shown by courtesy 
of the H. C. Sleigh Ltd. film unit. During 
supper, newly admitted members were given 
an opportunity of meeting members of the 
South Australian Divisional Council. 


Annual General Meeting 

Members are advised that the annual gene- 
ral meeting of the Division will be held at the 
Myer Apollo Dining Hall on Friday, 18 
March, 1960. The annual meeting will be 
followed by a smoke social. 


Divisional Council 

Mr. L. T. Whitehead, A.A.S.A., a member 
of the firm of Messrs. R. J. Cook & Co., 
Woodside, has been appointed to the South 
Australian Divisional Council to fill the casual 
vacancy caused by the death of Mr. J. M. 
Jones. 
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Personal 


Mr. G. F. George, F.A.S.A., a member of 
the South Australian Divisional Council, has 
been appointed staff inspector of the Savings 
Bank of South Australia. 

Mr. H. W. Shilcock, A.A.S.A., treasurer of 
Pope Products Limited, has been appointed a 
director of Pope Products and of the holding 
company, Pope Industries Limited. 


Mr. M. G. Kennedy, A.A.S.A., a member 
of the South Australian Divisional Council, 
left Adelaide in November on a visit to the 
United Kingdom and Europe. While in Eng- 
land, Mr. Kennedy, who is office manager for 
L.C.I. Alkali (Aust.) Limited in South Aus- 
tralia, will spend three weeks with LC] 
Limited Alkali Division, Cheshire. 

Mr. M. G. Tonkin, A.A.S.A., has been ad- 
mitted to partnership in the Adelaide share- 
broking firm of Messrs. A. S. Fotheringham & 
Co. 


Travelling Scholarship 

The English Speaking Union, South Aus- 
tralian Branch, is offering a travelling scholar- 
ship which will take the form of a grant to the 
value of £A150 open to all men and women 
who are British subjects, resident in South 
Australia, and who are between the ages of 
21 and 35 years. The grant is offered to assist 
in defraying the travelling or incidental ex- 
penses of a candidate who will be proceeding 
to the United Kingdom or the United States 
of America not later than 31 December, 1960, 
in furtherance of studies. Application forms 
and copies of the conditions are obtainable 
from the Secretary, English-Speaking Union 
(South Australian Branch), 263 North Terrace, 
Adelaide, with whom applications close on 31 
March, 1960. 


VICTORIA 


Monthly Luncheon 

Mr. R. R. Blackwood, M.C.E., B.E.E., 
M.L.E. (Aust.), chairman of the Interim Coun- 
cil of the Monash University, was the speaker 
at the November luncheon. In an excellent 
address, he outlined the proposed layout of 
Melbourne’s second university, and __ the 
sequence in which the various buildings will 
be erected at the site at Chadstone. It was 
obvious from Mr. Blackwood’s talk that 
extensive planning and careful consideration 
had been given to this project and that future 
generations would be deeply indebted for the 
work done by Mr. Blackwood and his Interim 
Council. 


Current Accounting Forum 

Mr. R. R. Waddell, A.A.S.A., A.C.A.A., led 
the November discussion on the subject 
“Financial Reports to Management”. Approxi- 
mately fifty members attended this interesting 
meeting. 
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Taxation Lecture Series 


A successful series of taxation lectures was 
held at the Assembly Hall, Collins Street, 
Melbourne, on 10th, 12th and 18th November. 
Speakers and their subjects were: Miss A. M. 
Magoffin, A.A.S.A., of Messrs. A. M. Magoffin 
& Co., Taxation Editor, Rydge’s Business 
Journal, “Taxation of Trusts”. Mr. D. C. 
Wilkins, B.Com., A.A.S.A., of Messrs. Smith 
Johnson & Co., Taxation Editor, The Aus- 
tralian Accountant, “Taxation of Leases”. Mr. 
J. H. Kelleher, Dip.Pub.Adm., F.A.S.A., Ap- 
peals Officer, Victorian Taxation Office, “In- 
come Tax for Primary Producers”. The text 
of Miss Magoffin’s lecture appears at page 679 
of this issue. 


Golf Day 

As this issue goes to press, final arrange- 
ments are being made for the annual golf day 
at the Metropolitan Golf Club on Friday, 11 
December, 1959. Enrolments are heavy and 
this event promises to be an outstanding suc- 
cess. 


Portrait of Sir Alexander Fitzgerald 


Seventy people were present at the unveil- 
ing of the portrait of Sir Alexander Fitzgerald 
presented to the Vice-Chancellor of the Uni- 
versity of Melbourne, Professor Sir George 
Paton, B.C.L., M.A., LL.D., D.C.L., at the 
Audubon Room, University Union, on 17 
November. The portrait was presented by 
the Melbourne University Commerce Gradu- 
ates’ Association which organised an appeal 
for the necessary funds and to which the 
Society and the Cost Institute contributed. 
The portrait will hang in the School of Com- 
merce to commemorate the work of Sir 
Alexander Fitzgerald as first occupant of the 
Gordon L. Wood Chair of Accounting at the 
University. 


Presentation of Certificate Ceremony 


One hundred and fifty new members and 
guests attended a graduation function in the 
lower Melbourne Town Hall on 23 November. 
The State president, Mr. R. S. Sharp, pre- 
sented certificates of membership to seventy 
newly qualified members. Many of the new 
members expressed appreciation of this cere- 
mony which recognises the achievement of 
these graduates. 





Change of Telephone Numbers 


62-5861 (four lines) will be the number to 
call for General Council and the Victorian 
Division of the Australian Society of Account- 
ants as from 7 December. The same number 
will serve also for The Australasian Institute 
of Cost Accountants and the Australian Ac- 
countants’ Students’ Society. 
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Personal 

The accountancy practice of Mr. A. J 
Irwin, F.A.S.A., of 431 Bourke Street, Mel- 
bourne, has been amalgamated with that of 
Mr. R. D. Widdows, A.A.S.A., of 6 Marylin 
Court, East Bentleigh and the firm, now known 
as Irwin & Widdows, public accountants, will 
practise at 4th floor, Cromwell Buildings, 366- 
368 Bourke Street, Melbourne 


QUEENSLAND 


Punched Card Group 

At the second meeting of the recently 
formed punched card accounting group held 
in Brisbane on 27 October, a discussion took 
place on “Basic Documentation and Coding” 
Basic documentation was considered under 
several headings, which included the need for 
review of existing forms for the purpose of 
eliminating unnecessary data and possible re- 
duction in number of types of forms, care in 
form design to achieve simplicity, functional 
layout to assist compilation and punching, and 
the need to regularise flow of prime docu- 
ments to minimise labour and machine usage 
in the punched card section. Coding generally 
was also fully debated. The meeting took the 
form of discussion in small groups concluding 
with the groups assembling together and a 
spokesman of each briefly summarising the 
discussions which had taken place. 


Personal 


Mr. J. T. Catton has joined the staff of 
Messrs. Ham Bros. & Co., chartered account- 
ants, of Prudential Building, Brisbane North 
Quay. 


TASMANIA 


Tasmanian Companies Act 1959 

The Divisional Council, in conjunction with 
the Institute of Chartered Accountants in 
Australia and the Chartered Institute of Sec- 
retaries, arranged a lecture and discussion 
evening on the new Tasmanian Companies 
Act. This was held at the Hydro-Electric 
Commission Theatrette, Hobart, on 25 Novem- 
ber. 

The speakers were Mr. A. H. Braby, LL.B., 
A.A.S.A., who gave a broad outline of the new 
Act, Mr. L. N. P. Cox, B.Com., A.A:S.A., 
who covered the practical implications of the 
legislation, and Mr. W. R. Robertson, a mem- 
ber of the Hobart Stock Exchange, who dealt 
with the requirements of the Act in relation 
to the stock exchange. 

After the addresses, there was a general 
discussion period during which questions were 
addressed to a panel comprising the three 
speakers, together with Mr. E. R. Sargent, 
A.A.S.A., and Mr. B. M. Wicks, LL.B. The 
meeting was particularly well attended and 
the discussion which ensued at the conclusion 
of the evening was most beneficial. 
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Luncheon Meeting 


The final luncheon meeting for 1959 was 
held at the Hobart Y.M.C.A. on 4 December. 
Opportunity was taken at the conclusion of 
the luncheon to present certificates to mem- 
bers recently admitted or advanced in status, 
and to candidates who received honours 
awards at the Society’s May 1959 examina- 
tions. 


NEW SOUTH WALES 


COOMA DISTRICT GROUP 


A meeting of members of the Group was 
held in the Monaro Hostel Lounge, Cooma 
North, on 16 November. The chairman of the 
Group, Mr. A. W. Rackham, F.A.S.A., pre- 
sided. The guest speakers for the evening 
were Mr. J. Gannon, manager, Commonwealth 
Trading Bank, Cooma, who spoke on “Bank- 
ing Procedures and Exchange” and Mr. H. 
Roberts, senior finance inspector with the 
Snowy Mountains Hydro-Electric Authority, 
who spoke on “Sinking Funds and Annuities— 
Formulae and Use of Tables”. 

The vote of thanks to the guest speakers 
was moved by Mr. R. C. Jepsen and seconded 
by Mr. O. J. R. Johnson. Supper was served 
at the conclusion of the lectures. 


Personal 

Mr. R. E. Cox, F.A.S.A., is now conducting 
his practice at 26 Bridge Street, Sydney. 

Mr. G. R. Felser, F.A.S.A., has been ap- 
pointed Consul for the Republic of Austria. 

Mr. L. V. Smith, M.C., A.A.S.A., has been 
appointed President of the Maritime Services 
Board of New South Wales. 

Mr. C. J. R. Grill, A.A.S.A., is now con- 
ducting his practice at Ist Floor, 43 Haldon 
Street, Lakemba. Telephone 75-6837. 


WESTERN AUSTRALIA 


November Luncheon 


The speaker at the November Fremantle 
luncheon was Mr. Lloyd Marshall, a journalist 
who won the Nieman Fellowship in 1957. 
With his wife and three children, Mr. Mar- 
shall recently travelled around the world and 








NEW SOUTH WALES 
LAND TAX 


Australian Land and Buildings Trust No. 3 


The New South Wales Commissioner of 
Land Tax advises that unit holders are not 
liable as secondary taxpayers for land tax in 
regard to their interest in the Australian Land 
and Building Trust No. 3, 








he was thus able to make his subject, “Tour- 
ism”, of topical interest. 


Smoke Social 


The annual smoke social held on 23 
November at Canterbury Court, again proved 
very popular, 350 members being present. 


eee 


Australasian Institute of 
Cost Accountants 


NEW SOUTH WALES 


One-Day Seminar 

The capacity audience at the seminar on the 
subject of “The Cost Accountant’s con- 
tribution to Pricing Policy” held at the Metro- 
pole Hotel, Sydney, during November, voted 
the day one of the most successful activities 
ever organised in New South Wales. The ad- 
dresses were as hereunder: 

“Price Fixing Policy and Direct Costing” 
by Professor W. J. Stewart of the University 
of New South Wales, “Market Factors in Fix- 
ing Prices” by Mr. T. J. Hubner, New South 
Wales manager, W. D. Scott & Co. Pty. Ltd.; 
and “The Practical Application of Costs and 
Price Theories” by Mr. S. F. Gray, cost ac- 
countant, The British Motor Corporation of 
Australia. 


The questions and general discussion follow- 
ing these lectures showed that the seminar had 
provided an excellent opportunity for mem- 
bers to exchange ideas on current problems. 

The function was organised by the Activi- 
ties Committee under the direction of State 
vice-president, Mr. K. Fleming. 


Presentation of Certificates 


The State president, Mr. H. L. Thomas, pre- 
sented certificates of membership to a large 
group of new members after the November 
Divisional Council meeting. After he had 
introduced the State Councillors and outlined 
the objects of the Institute, the new members 
and their wives partook of light refreshments. 


Christmas Party 

A large gathering of members at the 
“Trocadero” on 7 December was in festive 
mood. This annual social occasion was again 
a welcome opportunity to renew old ac- 
quaintances among New South Wales mem- 
bers. 


Personal 

The New South Wales Division was 
honoured when the State president, Mr. H. L. 
Thomas, was elected Australian vice-president 
at the recent General Council meeting held in 
Brisbane. 
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QUEENSLAND 


Lunch-time Meeting 


“The Development of Cost Accountancy” 
was the topic at a lunch-time meeting on 28 
October when Mr. J. L. Amies, F.A.S.A., 
A.C.A.A., was the speaker. He traced the 
development of cost accounting from early 
times ang discussed recent developments and 
trends overseas. He also gave his impressions 
of the future prospects of the profession. Mr. 
Amies’ association with the development of 
the accounting profession over many years 
and his previous service in the capacity of 
Queensland State Registrar ensured an interest- 
ing address. 


SOUTH AUSTRALIA 


Presentation of Certificates 


Mr. F. R. Harris, vice-president of the 
Seuth Australian Division, presented certifi- 
cates to members admitted to the Institute 
since May, 1959, at a function held in con- 
junction with the Australian Society of Ac- 
countants at the Burnside Town Hall on 12 
November, 1959. 


Divisional Corncil 

Mr. A. J. Adams, F.C.A.A., has been ap- 
pointed to a vacancy on the South Australian 
Divisional Council following approval given 
by General Council to increase the number of 
members of the Divisional Council. 


VICTORIA 

Visit to Brewery 

Thirty members of the Institute enjoyed a 
visit to the brewery of Carlton and United 
Breweries Ltd. on 21 October. The various 
processes of brewery, bottling and packing 
were inspected and the visitors gained a much 
better knowledge of brewing activities gene- 
rally. The Institute appreciates the co- 
operation of the company in making such 
visits possible and thanks are due to Mr. W. 
E. Thomson (secretary of the company) par- 
ticularly, for his help in arranging the visit. 
President’s Lecture 

A thought provoking lecture entitled “The 
Accountant’s Place in Operations Research” 
was given by Mr. W. H. Duirs in his capacity 
as president of the Institute on 6 November. 
The lecture was held at the Commerce 
Theatre in the Melbourne University and the 
large number of members present gained a 
much better insight into the subject as a 
result of Mr. Duirs’ remarks. After his ad- 
dress, he answered a number of questions 
raised by members of the audience. 
1960 Week-end Convention 

The Division’s popular week-end convention 
will be held at the Administrative Staff Col- 
lege, Manyung, on 26-28 August, 1960. The 
theme of the convention is “The Challenge of 
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Change in Management Accounting”. The 
subject is one of vital interest to all account- 
ing executives and a panel of outstanding 
authorities has been invited to develop differ- 
ent facets of the problem. 


Christmas Luncheon 

As we go to press, all arrangements for this 
annual get-together for members have been 
completed. This luncheon gives members a 
happy opportunity to renew personal contacts 
with fellow members. 


Research Controlling Committee 


Much work has been done by the Research 
Committee on the subject “Reporting to Lower 
Levels of Management”. At present, dis- 
cussion groups are being held on the duties 
of foremen and the results of the latter will 
be incorporated in a final report. 


Activities Programme 

The following activities have been arranged 
to take place during the months January to 
June, 1960. 

February:—Public lecture: “The Economics 
of Decimal Currency” by Mr. Clive Feather- 
ston, metropolitan branch manager, Bur- 
roughs Limited, 25 February at 6.30 at the 
Bankers’ Institute. 

March:—Discussion Group: “The Practice 
of Operations Research”, 7th, 14th and 2\Ist 
at 6.30 p.m. at the Institute’s Board Room. 

Annual meeting at the Victoria Limited, 
Wednesday, 30th. 

April:—Left free to allow members to at- 
tend the Asian and Pacific Accounting Con- 
vention to be held on 4 to 7 April. (See an- 
nouncement at page 664). 

May:—Public lecture series on the subject 

f “Electronic Data Processing” 

June:—Visit to the Shell Refinery. 


7 


Australian Accountants’ 


Students’ Society 


SOUTH AUSTRALIA 


Taxation Lecture 

On 8 October, our vice-president, Mr. W. H 
Taylor, A.U.A. (Com.), gave a very enlighten- 
ing lecture on the income tax aspect of the 
treatment of leases. The lecture was made 
more informative due to Mr. Taylor's associa- 
tion with the Taxation Department, and his 
experience in private practice. 
Visit to P.M.G.’s Department 

On 18 November, 20 members of the 
Students’ Society were taken on a tour of 
inspection of the telegraphic and trunk sec- 
tions of the Postmaster Genera!’s Department. 
The most interesting features of the tour were 
the up-to-date methods which the P.M.G. is 
incorporating in the various departments, es- 
pecially in the telegraphic tape relay section. 
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Election of Divisional Councillors 


and Auditors 


The attention of members is drawn to the following lists of Divisional 
Councillors and Auditors who are due to retire at the next annual meetings 


and who are eligible for re-election. 


Provisions of the relevant articles 


and by-laws and dates of meetings may be ascertained from the respective 


State Registrars. 


AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 

GENERAL COUNCIL: 
Auditor: Mr. T. L. Coleman. 


VICTORIA: 


Councillors: Messrs. K. C. Davies, W. A. 
Dick, V. L. Gole, E. A. Peverill, H. McE. 
Scambler. 


Auditor: Mr. T. L. Coleman. 


NEW SOUTH WALES: 


Councillors: Messrs. E. A. Cupit, 
Goodsell, W. P. Henson, C. R. 
C. M. One. 


Auditor: Mr. H. C. E. Wilton. 


SOUTH AUSTRALIA: 


Councillors: Messrs. L. A. Braddock, L. H. 
Duncan, B. A. Howie and G. F. Seaman 
who is not seeking re-election. 


Auditor: Mr. E. H. Burgess. 


QUEENSLAND: 


Councillors: Messrs. J. T. Catton, D. A. 
Gray, E. N. Ham, E. W. Heindorff, G. F. 
Robbins. 


Auditor: Mr. L. T. N. Crawford. 


WESTERN AUSTRALIA: 


Councillors: Messrs. W. V. Fyfe, J. M. 
Groom, C. G. Hammond, W. N. Morri- 
son. 

Auditor: Mr. C. A. Hendry. 


TASMANIA: 


Councillors: Messrs. J. G. Cooper, H. H. 
Cummins, M. J. Jillett, Q. McDougall. 


Auditor: Mr. L. L. Hibbard. 


J. W. 
Hicking, 


THE AUSTRALASIAN INSTITUTE OF 


COST ACCOUNTANTS 


GENERAL COUNCIL: 
Auditor: Mr. R. R. Crozier. 


VICTORIA: 


Councillors: Messrs. A. H. Blamey, B. W. 
B. Ruffels, C. B. Villiers. 


Auditor: Mr. R. R. Crozier. 


NEW SOUTH WALES: 


Councillors: Messrs. N. T. Corvisy, J. S. 
Gerathy, W. M. Hodgins, H. L. Sainsbury. 


Auditor: Mr. H. C. E. Wilton. 


SOUTH AUSTRALIA: 


Councillors: (by effluxion of time under 
Article 96) Messrs. R. F. Pascoe and O. 
L. Wilson. (Under Article 100A) Mr. A. 
J. Adam. 


Auditor: Mr. W. H. Mildren. 


QUEENSLAND: 


Councillors: Messrs. R. B. Loxton, G. M. 


E. Offner. 
Auditor: Mr. L. T. N. Crawford. 


WESTERN AUSTRALIA: 


W. H. Duirs, E. H. 


Councillors: Messrs. 


Jones. 
Auditor: Mr. R. G. Miller. 
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